
I, j W o d S' ug incC-s ewupapcr ;?7ttp;//mv w. FT.com 


TUESDAY 27 129 7 








2 


Cigarette rivals 
in legal conflict 
over new brand 

Two biff tobacco companies are locked in a legal 
wrangle involving their Australian divisions 
over an alleged lookalike cigarette brand. 

WD & HO Wills, owned by Britain's BAT group, 
claims the new Summit brand of US rival Philip 
Morris was deliberately packaged to look like its 
six-year-old Horizon brand, which accounts for 
about 14 per cent of a market worth Ajebn 
t$4-6bn) a year. Page 20 

Japanese move on security role: The 

push in Japan to overhaul its 1947 pacifist con- 
stitution and expand its international security 
role has gained momentum with the setting up 
of the first parliamentary group openly support- 
ing revision of the constitution. Page 8 

Gazprom assurance: Russia's first deputy 
prime minister, Boris Nemtsov, has promised 
the interests of foreign investors in Gazprom, 
the gas monopoly, will be protected in any gov- 
ernment action to simplify the company's dual 
shareholding structure. Page 20; Nemtsov inter- 
view. Page 19; Polish deal, Page 34 

Gevaert rises on asset move: Shares in 
Gevaert, Belgium's fourth- largest holding com- 
pany, jumped 12 per cent on the announcement 
that its BFrTTbn ($2-2bn) worth of assets were to ! 
be split between two main shareholder holding 
companies, Almanij, the country's third-biggest. 
and Cobepa, ranked fifth. Page 21 

Thai trading disrupted: Recurring 
computer breakdowns limited dealing on Thai- 
land's stock exchange to about half an hour, fol- 
lowing the breakdown of takeover talks between 
Thai Danu Bank and debt-laden Finance One, 
the country's biggest finance company. 

Dutch plea on jobs policy: The Dutch 
presidency of the European Union has urged 
Germany to sign the employment chapter pro- 
posed for the revised Maastricht treaty, arguing 
that economic and monetary integration cannot 
be separated from the convergence of labour 
markets and employment trends. Page 4 

HK extends groundings: Hong Kong's civil 
aviation authorities asked Garuda. the Indone- 
sian carrier, to suspend flights of its Airbus 300 
aircraft to the British colony. The action came 
three days after Cathay Pacific and Dragonair 
grounded their Airbus 300-330 jets because of 
problems with Rolls-Royce Trent 700 engines. 

German tax reforms advance: Germany's 
political parties moved closer to a deaf to reform 
the country's tax system. Government leaders 
welcomed elements of a Soda! Democratic party 
plan to cut basic income tax but also to make 
companies pick up much of the bill by adopting 
tighter American-style treatment of reserves. 

Page 20 

BMP, Australia's largest company, saw the 
euphoria in its shares evaporate when it warned 
of flat earnings and abnormal charges. Shares 
tumbled 40 cents, to close at AS1&92 (814.60), 
after a rise of more than 11 per cent In May on 
news of a steel restructuring. Page 24 

Nippon Credit Bank reported a record loss 
in the year to end-March 1997, mainly stemming 
from write-offs for property-related bad loans. 

Page 21 

EU drops Seoul complaint: The European 
Union has dropped its threat to c h alle n ge South 
Korea’s “frugality" campaign in the World 
Trade Organisation, following actions by the 
Seoul government to ensure that the campaign 
does not discriminate against imports. Page 6 

Military rebukes Turkish PM: Turkey's 
generals, self-appointed guard i a n s of the coun- 
try's secular system, rebuked prime minister 
Necmettin Erbakan over his Islamic policies and 
announced a purge of pro-Islamic military offi- ] 
cars. President warns against coup. Page 2 J 

Israeli jets strike In Lebanon: Two Israeli 
warplanes fired four missiles at suspected Hez- i 
bull ah guerrilla bases in southeastern Lebanon, t 
in apparent retaliation for a bomb ambush that 1 
injured two Israeli-allied militiamen. 1 

Dinosaurs rule: The dinosaurs of Steven j 
Spielberg's film, The Lost World: Jurassic Park, 
trampled box office records by taking $85. 7m for 
the US four-day Memorial Day weekend, beating t 
the previous SSG.Sm record of Mission: Tmpossi- 
ble last year and the one-day and three-day : 

records or 1995's Batman Forever. Page 6 

Japanese Mock island protesters l 


French premier to stand down 


By Andrew Jack, David 
Buchan and David Owen 
in Paris 

Mr Alain Juppe said yesterday 
that he would stand down as 
prime minister after the sec- 
ond round of voting in 

France's general election on 
June 2. ns the ruling coalition 
met in emergency session after 
its unexpectedly low score last 
Sunday. 

The move appeared to be a 
last-ditch attempt to rally sup- 
port for the centre-right gov- 
ernment. Mr Jupp€ had scored 
historically low opinion poll 
ratings In the last few months 
and become a focal point for 
critics of the government 

“A new step [In the cam- 
paign] has to begin now," Mr 
Jupp6 said yesterday. "It 
requires a new team, led by a 
new prime minister." 

The decision was announced 
after the close of the financial 


Gaullist leader Alain Juppe pays price of poll defeat 
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markets, which dropped 
sharply yesterday in the wake 
of the results. The CAC-40 
index of leading companies fell 
3.9 per cent during the day. 


while the franc slipped in early 
trading, but then held rela- 
tively steady. 

Shares in Thomson -GSF, the 
French defence electronics 
giant fell by 9.6 per cent amid 
fears that a victory for the left 
would threaten privatisation of 
the group, which Mr Juppe 
had strongly advocated. 

Final figures released by the 
interior ministry yesterday for 
666 of the 677 electoral districts 
showed the combined left-wing 
parties with 402 per cent of 
the votes, against 36.5 per cent 
for those on the centre-right 

Several polling organisations 
predicted this would lead to a 
narrow left-wing majority in 
the parliament. 

Mr Jacques Toubon. the 
Gaullist justice minister and 
number two in the govern- 


ment. said Mr Jupp£ had 
"paved the way to the new 
majority we are trying to con- 
struct. 1 * 

The prime minister's resig- 
nation had been mooted sev- 
eral times during the cam- 
paign. Yesterday morning 
there were hints he was likely 
to go from two senior Gaullist 
figures - Mr Philippe SSguin. 
the National Assembly leader, 
and Mr Raymond Barre. the 
former prime minister. 

The announcement triggered 
intense speculation on a pos- 
sible successor if the centre- 
right won re-election. 

Names mentioned have 
included Mr Seguin. Mr Tbu- 
bon, Mr Edouard Bahadur, the 
former prime minister, and 
several leading businessmen. 

The centre-right's efforts to 
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rally support were set to con- 
tinue tonight with a television 
address by President Jacques 
Chirac, who has already inter- 
vened twice during the cam- 
paign in Tavour of the govern- 
ing coalition. 

Meanwhile France's 
left-wing parties began gearing 
up yesterday to capitalise on 
Sunday's success, with the 
socialists saying they would 
join the co mmuni sts and the 


green part}' at a joint rally this 
week. Mr Francois Hollande, 
the socialist party's spokes- 
man, stressed his commitment 
to monetary union. 

But he criticised the "arith- 
metical approach to 3 per 
cent" for the government defi- 
cit in the Maastricht treaty on 
European monetary union,' and 
pledged “not to impose auster- 
ity on the French people." 

Mr Robert Hue, leader of the 
Communist party, which cap- 
tured 10 per cent of the vote, 
yesterday indicated his will- 
ingness to be part of a 
left-wing government. 

He stressed that there was 
considerable common ground 
between the socialists and the 
communists, but laid down 
conditions including an imme- 
diate reduction in value added 
tax. an increase in the mini- 
mum wage, and a cut in the 
working week without any 
accompanying fall in wages. 


Yen’s nse 
threatens 
wave of 
Japanese 
bond losses 

By Gillian Tett In Tokyo 


$1 lbn deal puts 
Roche at top 
in diagnostics 



Dozens of boats carrying protesters from 
Taiwan and Hong Kong retreated from the East 
China Sea after being bumped about by Japa- 
nese coast guard ships blocking their landing on 
the disputed Diaoyu islands, called Senkakn by 
Japan, which claimed them in 1895. Tbe islands 
lie between Taiwan and Okinawa. 

FT.com: the FT web site provides online news, 
comment and analysis at http://wwwJT.com 



The recent rise of the yen 
against the dollar is threaten- 
ing to trigger a wave of bund- 
related losses among Japanese 
stockbrokers and investors. 

Since the beginning of this 
month tbe yen has appreciated 
some 20 per cent against the 
US dollar, leading to losses on 
so-called “dual currency” 
bonds. These are denominated 
In yen but pay Interest in 
higher-yielding currencies 
such as the US dollar and Aus- 
tralian dollar. 

Small savers who bought 
these bonds beavily In the 
past two years will bear some 
of the losses. Also hit will be 
many smaller Japanese stock- 
brokers which have sharply 
increased their dealing in 
such bonds recently, in an 
effort to carve out a business 
niche before Tokyo's planned 
financial deregulation. They 
have been left with the bonds 
on their books as investor 
demand has dried up. 

Ms Mineko Sasaki Smith, 
chief economist at Credit Sui- 
sse First Boston, said: “It has 
been a very very hard lesson 
for tbe securities houses and 
investors. They basically have 
been assuming that the dollar 
would only appreciate." 

The scale of the losses 
remains unclear, partly 
because disclosure in tbe mar- 
ket is very patchy. 

About Y2.066.5bu ($18bn) in 
mainly two-to- 10-year dual 
currency bonds were sold 
between April and December 
last year and sales during the 
first four months of this year 
have been heavy. 

I Some traders suggest that 
I about Y200bn in a new three- 
and six-month dual currency 
paper has been sold so far this 
year. 

Matters are complicated 
because some dual currency 
bonds contain clauses which 
mean that investors receive 
the repayment of principal in 
dollars or other foreign cur- 
rencies if the yen-dollar 
exchange rate rises above a 
certain level. 

These so-called "knock-out” 
clauses have been set at a 
level of between Y115 and 
Yi 20 per US dollar and have 
been triggered by the yen's 
recent rise. After trading near 
Y127 at the start of this 
month, the yen rose to near 
YI12 before falling back to 
about Y116 yesterday. 

The episode has generated 
political controversy with 
complaints from securities 
companies to government offi- 
cials from companies bitter 
that the Japanese government 
did not prevent recent cur- 
rency volatility. 
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By William Half fn Zurich 

Roche, the Swiss pharma- 
ceuticals group, is paying 
$llbn for Boehringer Mann- 
heim Group, a leading medical 
diagnostics company. In the 
biggest acquisition in its his- 
tory. The deal will make Roche 
a world leader In the $l9bn-a- 
year market in equipment 
used to diagnose illnesses. 

Roche has agreed to buy all 
the shares of Corange, a pri- 
vate Bermuda company which 
owns Boehringer Mannheim 
Group, and 84.2 per cent of 
DePuy, a US-based manufac- 
turer of orthopaedic products. 
About two-thirds of Boehrin- 
ger Mannheim's sales of $3.5bn 
are in diagnostics and the rest 
is pharmaceuticals. 

Mr Fritz Gerber, Roche's 
chairman and chief executive, 
said Roche saw "long-term 
potential in the areas of dis- 
ease management and patient 
care, both of which are gaining 
Importance in tbe context of 
continuing efforts to reduce 
healthcare costs". 

The acquisition will quadru- 


ple the size of Roche's diagnos- 
tics business, tbe smallest of 
its four divisions, and create 
one of the world's two biggest 
companies in the field with 
annual sales of SFr3.5bn 
($2.4bn) and 13.500 employees. 
Abbott Laboratories of the US 
claims to be similar in size. 

The acquisition will also 
increase Roche's share of the 
global pharmaceuticals market 
from 2.7 per cent to 3 per cent 
DePuy will take Roche into an 
area of healthcare where it has 
not been represented. 

Ms Birgit Kulhoff of UBS in 
Zurich said the deal “made a 
lot of strategic sense". How- 
ever, she was worried that 
Roche was paying a high price 
to expand in a business where 
It Is currently doing little more 
than breaking even, and where 
margins are lower than in the 
pharmaceuticals business. 

Boehringer Mannheim, 
founded In 1847, is one of the 
last big family-controlled phar- 
maceuticals companies. It 
employs 18,000. nearly half 
based in Germany. However, 
the company has had difficulty 



Roche chief executive Fritz Gerber (left) and Gerhard Moeller of Boehringer Mannheim 


In maintaining its position as 
one of the world's leading diag- 
nostics companies and 'broad- 
ening the base of its pharma- 
ceuticals operations. 

Mr Henri Meier, Roche's 
chief financial officer, said 
Roche was paying between 24 


and 25 times prospective 1997 
earnings. 

Corange reported net income 
of 8520m in 1996, but after 
adjusting for the extraordinary 
gain on the initial public 
offering of DePuy on the US 
stock market. Its net income 


dropped to $366m, or SFr512m. 

Roche has liquid assets of 
SFriSbn and has not yet 
decided whether to raise a 

Continued on Page 30 
Lex, Page 20; Roche confounds 
analysts, Page 21 


Italy’s northern 
separatists step 
up the pressure 



By Robert Graham in Rome 

Mr Umberto Bossi. leader of 
Italy's populist Northern 
League, yesterday stepped up 
his confrontation with the cen- 
tral government in Rome by 
railing for an official referen- 
dum on the independence of 
“Padania", an as yet ill-defined 
area of northern Italy. 

In tough language, he also 
said the league would play no 
part In the work of the consti- 
tutional reform commission 
which is considering innova- 
tive proposals to turn Italy 
into a federal state. 

“Our people are in a full 
state of rebellion," be said. 

The new outburst from Mr 
Bossi came at a press confer- 
ence in the wake of Sunday's 
unofficial referendum, staged 
by the league in tbe cities and 
small towns of northern Italy 
around the Po Valley. 

League officials claimed 
some i&fl people had voted at 
more than 13,000 white gazebo- 
style tents. Mr Bossi declared 
the result - a 99 per cent vote 
in favour of northern secession 
- to be better than be had 
expected. 

However, witnesses reported 
many fewer voting stations 
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than boasted by the League, 
and a thin turn-out except for 
hard-core supporters of the 
movement dressed ostenta- 
tiously in their green uniform 
shirts. 

Several journalists even said 
they had voted in up to 10 dif- 
ferent places without any real 
control. 

Voters were asked: “Do you 
want Padania to become an 
independent, sovereign, federal 
state?" However, the voting 
slips did not attempt to define 
the real area of this notional 
state. 

The main parties yesterday 
dismissed Mr Bossi ’s antics as 
little more than a propaganda 
stunt after months of silence 
in the wake of his declaration 
last September of an indepen- 
dent republic of Padania. 

But party leaders underlined 
that there was an urgent need 
to address tbe north's discon- 
tent with an inefficient central 
government in Rome. 

“There hasn’t been a referen- 
dum on the independence of 
Padania," observed Mr Franco 
Bassanmi, minister in charge 
of the public administration. 
“Let's call things by their 

Continued on Page 20 
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NEWS: EUROPE 


Doubts remain over Russia and Nato 


By Bruce Clark 
in Washington 

Today's agreement between 
Russia and Nato could mean 
the advent of a new era in 
European security, with 
Moscow playing an impor- 
tant part in coping with 
every problem the continent 
faces, from Balkan squabbles 
to biological warfare. 

On the other hand, as 
western diplomats freely 
acknowledge, it could mean 
virt uall y no thing at all. 

The unknown factor, they 
add, is how much use Russia 
will make of a consultation 
process that is designed to 
be as long as the proverbial 
piece of string - creating the 
potential for co-operation 
without tying either side 
down. 

Russia has sent out some 
confusing signals in recent 
years over the depth of the 
relationship it wants with 
Nato - often making loud 
demands for wide-ranging 
co-operation and then 
abruptly losing interest 

"The Russians have 
always been very ambiguous 
about co-operation with 
Nato, particularly military- 
to-military links ,” said one 
Nato official, noting that 
Moscow’s enthusiasm for 
Partnership for Peace, the 
Nato-led military co-opera- 
tion programme, had fluctu- 
ated considerably. 

Russia joined PFP in June 
1994, froze its participation 
six months later - in protest 
against Nato’s enlargement 
plans - and formally 
restarted co-operation the 
following summer, but with 
little practical effect. The 
internal problems of the 


Russian military appear to 
have limited its capacity to 
participate in expensive, 
multinational war games 
which are one of the main 
activities of the PFP. 

Western diplomats say Mr 
Pavel Grachev, the former 
Russian defence minister, 
was desperately keen for his 
country to show the flag 
when Nato launched its 
peace-keeping effort in Bos- 
nia in December 1995. 

But the Russian contribu- 


tion of 1,000 crack troops - 
made under a bilateral US- 
Russian arrangement that 
avoided the humiliation of 
direct Russian subordination 
to the alliance - has clearly 
stretched Moscow's 
resources. 

Today’s accord sets out a 
long list of topics which a 
new institution, the Nato- 
Russia council, might con- 
sider. They include conflict 
prevention, peace-keeping, 
military doctrine, arms con- 


trol, nuclear safety, counter- 
proliferation and even thea- 
tre missile defences. 

Since Nato's existing mem- 
bers are only in the earliest 
stages of pooling their 
efforts in the field of count- 
er-proliferation, the idea of 
co-operating with Russia is 
strictly hypothetical. But in 
theory at least, western and 
Russian missile interception 
systems - an area in which 
Russian technology excels - 
could one day be part of a 


pan-European shield to pro- 
tect the continent from 
rogue states further afield. 

Back in the real world, 
diplomats are stressing that 
the so-called “founding act” 
of the . new relationship - 
which is not a legally bind- 
ing treaty and needs no rati- 
fication - will not force 
either side to go a step fur- 
ther than it wishes. 

As the text makes clear, 
the new arrangements "do 
not provide Nato or Russia, 





Russian nationalists demonstrating in Moscow yesterday hold anti-Nato slogans warning of a threat to world peace as 
Nato leaders prepared to sign a treaty in Paris with Russia 


with a right of veto over the 
actions of the other, not do 
they infringe upon or 
restrict the rights of Nato or 
Russia to independent deci- 
sion-making and action”. 

This provision will be 
vitally Important in selling 
the agreement - and the 
broader US vision of a new 
European security order 
based on an expanded Nato 
- to a sceptical US Senate. 
While many European politi- 
cians, and some liberal Dem- 
ocrats in Washington, worry 
that tfae US a dminis tration's 
plans are too provocative 
towards Russia, most mem- 
bers of the Republican-con- 
trolled Senate have the oppo- 
site fear - they think it gives 
Russia too much. 

Senator William Roth, who 
heads an “observer group” of 
US legislators with a keen 
interest in Nato expansion, 
says vigilance will be 
required to prevent the Rus- 
sians from obtaining too 
much say In Nato affairs. 

Senators will be particu- 
larly concerned to safeguard 
the independence of the 
North Atlantic Council, the 
institution which groups the 
full 16 members of the alli- 
ance, he said. The Russia- 
Nato agreement "provides 
for close consultation on 
many different matters, 
which is all right as long as 
ft doesn’t interfere with the 
NAC,” said Senator Roth. 
"This is something we have 
to watch wtth considerable 
care and concern.” 

In particular, the alliance 
must be careful not to give 
Russia any veto over future 
candidates for Nato member- 
ship, said the senator. 
Personal view. Page 18 


Turkish president warns 
against military coup 


By Edward Mortimer 
in Ankara 

Immediate elections, not a 
military coup, would be the 
right solution to Turkey's 
political crisis, according to 
President SQleyman Demi- 
rel. 

Mr Demirel, twice deposed 
as prime minister by the 
armed forces in 1971 and 
1980, said yesterday there 
was no reason to fear 
another coup. But he went 
on, in an interview with the 
Financial Times, to give 
what sounded like a warning 
to the army not to stage one. 
And he lamented that the 
constitution does not give 
him power to dissolve parlia- 
ment “1 would do It now,” 
he said, because the behav- 
iour of politicians in the 
present parliament was 
"degrading democracy”. 

As the president spoke, 
the uneasy stand-off contin- 
ued between the army and 
the Islamist prime minister, 
Mr Necmettin Erbakan. Yes- 
terday Mr Erbakan had to 
preside over a special ses- 


sion of the Supreme Military 
Council and countersign 
orders dismissing a number 
of army officers accused of 
harbouring political views 
broadly similar to his own. 

The government, which 
narrowly survived a parlia- 
mentary challenge last 
week, has since suffered fur- 
ther defections from its secu- 
lar component, the True 
Path party, whose leader, 
deputy prime minister and 
foreign minister Mrs Tansu 
Ciller, faces a spreading 
revolt 

A cabinet meeting today 
will, if it goes ahead, be the 
first for seven weeks. The 
two parties are unlikely to 
reach agreement on an 
extension of compulsory 
state education; which the 
armed forces have demanded 
to counter the influence of 
religious schools - an issue 
which Is bound to come up 
again on Saturday when 
political and military leaders 
meet, under Mr Demirel’s 
chairmanship, in the 
National Security Council 

In the interview, Mr Demi- 


rel defended the council's 
role, claiming: “When sol- 
diers sit there they are not 
soldiers any more.” The gov- 
ernment would have no 
excuse far not implementing 
its recommendations, he 
said, since senior ministers 
including Mr Erbakan and 
Mrs Cfllea- were members of 
it and had signed its deci- 
sions. "If they are not able to 
implement it, either they 
should not have signed, or 
they should resign,” he said. 

The president insisted that 
all problems would be 
resolved democratically 
according to the constitu- 
tion, and that there was no 
need for a coup. The armed 
forces, he pointed out. "have 
intervened three times in 
political matters” [in 1960. 
1971 and 1980] "and it didn't 
work. They were not able to 
solve any problem. On the 
contrary, our difficulties 
were increased.” Indeed, he 
said. Turkey’s present prob- 
lems were largely due to the 
fragmentation of its political 
structure caused by the coup 
of 1980. 
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By Vincent Ekdand in Prague 

The head of the Czech 
central h ank said last night 
the bank was linking the 
currency directly to the 
D-Mark from today and 
abandoning its policy of link- 
ing it to a basket of the 
D-Mark and the US dollar. 

Mr Josef Tosovsky, gover- 
nor of the Czech National 
Bank, told a joint news con- 
ference with Mr Vflclav 
Klaus, prime minister, that 
the trading hand was being 
abandoned and that “the 
relation of the koruna to the 
mark will be decisive". 

The move follows 10 days 
of speculative attacks on the 
koruna on foreign exchange 
markets during which the 
CNB has spent an estimated 
$3bn trying to maintain the 
currency within its trading 
band. 

Mr Klaus said the govern- 
ment supported the central 
bank's decision to abandon 
the trading band. He said the 
attacks on the koruna had 
become “too expensive to 
fight” and acknowledged 
they were motivated "partly 
due to political instability." 

Mr ToSovsky also said he 
expected the government to 
make additions to a recent 
package of measures to 
revive the economy. Mr 
Klaus said he would 
announce further policy 
changes in the next few 
days. 

The move came as the 
Czech Republic's foreign 
trade deficit, which lies 
behind many of the prob- 
lems currently facing the 
country on foreign exchange 
markets, widened further 
last month despite a rare 
good performance by export- 
ers. 

Continued nervousness 
surrounding the koruna was 
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also compounded by further 
political deadlock in the gov- 
ernment. Attempts to final- 
ise a cabinet reshuffle were 
postponed to today, when 
coalition leaders are due to 
meet again, under intense 
pressure from the public and 
President VAclav Havel, to 
hammer out a new govern- 
ment. 

According to figures 
released yesterday by the 
Czech Statistics Office, the 
cost of imports exceeded the 
value of exports in April by 
Kcl5.3bn ($5 12m). It brings 
the total foreign trade deficit 
for the first four months of 
1997 to KcS3.6bn. 

The figures added to the 
jitters surrounding the 
Czech koruna on foreign 
exchange markets yesterday. 

Analysts said the deficit 
figure was disappointing 
despite a strong recovery by 
exports, which rose about 23 
per cent in April compared 
with the same month last 
year. Import growth rose by 
was 1L2 per cent The figure 
was also higher than had 
been predicted by the prime 
minister. He was reported 
last week to have said the 
deficit for the month would 
be Kcll.4bn. 

Relief as short-term 
money flees Warsaw 

By Christopher Bobinski in Warsaw 

The Czech Republic's financial crisis has seen "several 
hundred million US dollars” of short-term Investments 
leave Poland in the past few days, according to Mr Marek 
Belka. the deputy premier responsible for the economy. But 
this has been greeted with relief in Warsaw, Mr Belka said, 
as "anyway we want to discourage the inflow of speculative 
investments which we estimate stood at around S 1.2 bn in 
short-term government paper before the withdrawal 


Despite the outflow, foreign currency reserves, which 
stayed stable at S18bn in the first quarter of the year, have 
now risen to S19bn, Mr Belka said. Nevertheless the gov- 
ernment is confident that this year’s inflation target of 13 
per cent will be met. Last year inflation reached 18.S per 

cent 

Poland, which expects to see its trade deficit grow this 
year to S12.6bn from S8.2bn in 1996. will continue to 
devalue the zloty gradually through a monthly "crawling 
peg mechanism” giving a 9.1 per cent fall in value for the 
year. 

But the government, which is working closely with the 
central bank on exchange rate policy, does not see any need 
for an increase in the devaluation rate, Mr Belka said. 
“Indeed, the pressure isn't there. The central bank only had 
to spend S15m to raise the rate of the zloty by 1 per cent 
last Friday,” he added 


Blow to 
inquiry 
into ferry 
sinking 

By Greg Meteor 
in Stockholm 


The international inquiry 
into the Estonia ferry disas- 
ter in 1994 was jolted yester- 
day when its Swedish chair- 
man was forced to resign 
after admitting to lying over 
the existence of a document 
sent to the inquiry. 

Mr Olof Forssberg stepped 
down after acknowledging 
that be Ued to cover up the 
mislaying of papers he 
received two weeks ago that 
shed light on which Swedish 
regulatory body was respon- 
sible for inspecting the fer- 
ry's bow door. 

Faulty locking on the bow 
door and inner vehicle ramp 
was the prime cause of the 
sinking, the inquiry’s 
interim report in 1995 said 
The disaster, Europe's worst 
peacetime maritime accident 
this century, claimed the 
lives of 837 people. 

Mr Forssberg’s actions are 
a further blow to the credi- 
bility of an inquiry which 
has been beset by delays and 
internal frictions since its 
formation. The communica- 
tions minister, Ms lues Uos- 
Tnann, who yesterday sum- 
moned Mr Forssberg for a 
meeting shortly before his 
resignation, indicated the 
inquiry's credibility would 
be irrevocably tarnished 
unless be resigned 

She said it was too early to 
gauge the effect on the 
investigation, and rejected 
opposition calls into the han- 
dling of the inquiry. 

The final report into the 
sinking had been due to be 
published by mid-year, hav- 
ing first been expected to be 
ready by September 199S'. 
The commission of experts 
from Estonia, Finland and 
Sweden was hit by delays 
believed to have arisen from 
Internal disputes. 


EUROPEAN NEWS DIGEST 


Investment blow 
to Germany 

Foreign direct Investment in Germany dropped last year 
to a record low of DML14im <$86fon) from DMl&23hn in 
1995 as riflTMrtfnn and Japanese investors'puBed capital 
oat of the country; ^the economics ministry repotted 
yesterday. 

German direct investment abroad also declined to 
DM38. 8bn In 1996 &om DM52.16bn in 1995, when the How 
of fund” abroad was swelled by some exceptionally laige 
t ransac tions, including Hoechsfs acquisition of Marion 
Merrtn Dow of the US and Dresdner Bank’s pimdiiaseaf 
Klelnwort Benson, the UK investment bank. • . 

The US was the moat favoured destination for German 
foreign direct investment last year; accounting for 
DM8.77bn, followed by Austria (DM4^9bn) and the UK 
(DM4.72bn). German investments in the former 
communist countries of eastern and central Europe 
increased to DM4.4bn from DM4J5hn while those in other 
European Union states fell to DMlSJJTbn from DM32.46bn- 
Pointing out that the net outflow of direct in vestment - 
increased to DM87.7bn last year from DM33, 9bn, Mr 
Gtlnier Rexrodt, the economics minister, said the figures 
underlined the need for structural reform inducting the 
implementation, of the government’s tax refbrm plans. 
However, the large-scale foreign direct investment by 
German companies would safeguard jobs at home by 
securing new markets abroad. . 

■ Consumer price infla tion quickened in Germany this 
month with provisional returns from four western Lander 
showing a L5 pear cent year-on-year rise after L3 per cent 
in April, the federal statistics office said. Prices r ose 0 .4 
per cent from April to May, reflecting more expensive 
seasonal foods and holidays. Peter Norman, Bonn 

Slovak foreign minister quits 

Slovakia's foreign minister, Mr Pavol HamSlk, resigned 
yesterday, saying the Hnr nmgt-anr-pn surrounding the 
failure of a twopronged r p fa rpndmn at the weekend had 
made it Impossible for to serve in the government of 
prime minister Vladimir Meftlar. 

The re ferendum on Nato membership and direct 
presidential elect ing collapsed in chaos after accusations 
of rigged ballot papers led to a boycott by voters. Less 
than 10 per cert of the electorate voted, rendering the 
result invalid. 

The &flnre of the referendum was caused by the. 
mwtgsinn of a question on whether Slovaks wanted their 
president to be directly elected. It is the most serious 
development yet in a long-running feud between Mr 
Medlar, who opposed direct elections, and President 
Michal KovSfr, who supported them. Mr HamKk, a former 
Slovak ambassador to Bonn, said in a statement that “the 
foreign minister cannot effectively seek to realise his 
goals in a situation when everything, including the vital 
international in t e r e s ts of Slovakia, Is subordinated to 
domestic fights for power”. Vincent Boland, Prague 

Goncz visits Romania 

President Arpad Goncz, on the first ever visit to Romania 
by a Hungarian head of state, yesterday unveiled a 
monument to the leaders of the 1956 Hungarian uprising 
in the Romanian village of Snagov. where they were 
imprisoned after the rising was crushed by Soviet troops. 
Prime Minister Imre Nagy and his companions were later 
returned to Hungary and executed. 

The visit was praised as a "historic step” by President 
Bill Clinton, in a letter delivered yesterday to Mr Goncz 
and Romanian President Emil ConstantinesctL In their 
speeches, both men have stressed the significance of the 
visit as a symbol of reconciliation between the two 
countries, which during this c en tur y have been bitter 
enemies. A protest meeting by Romanian nationalists in 
the city of Cluj, which Mr Gontz is visiting, sought to 
draw on these bitter memories, but only attracted around 
1,000 participants. 

Underlining the progress in relations between the two 
countries, the Romanian, government over the weekend 
issued decrees allowing the use of the Hungarian 
language by local councils in areas where the Hungarian 
minority is strongly represented. The Hungarian 
Export-Import Bank has also extended a 812m credit line 
to Romania to finance the purchase of Hungarian 
products, the first such facility offered to Romania by the 
bank. Anatol Lieaen and Hester Eddy, Budapest 

France hopeful on Nato deal 

A deal giving Europeans more command responsibility 
within Nato would be reached before the Atlantic 
alliance’s summit in July, Mr Harv6 de Charette. the 
French foreign minister, forecast yesterday after holding 
talks with his US counterpart. Mrs Madeleine Albright 
In talks on the eve of today's si gning ceremony In Paris 
of a new charter between Nato and Russia, the French 
and US diplomatic chiefs also discussed the issue of 
Nato's enlargement to embrace several east European 
countries. A State Department spokesman said the US 
and France agreed "on certain [new candidates] but need 
more discussions to get a consensus". France and the US 
were understood to agree on Poland, the Czech republic . 
and Hungary joining Nato, but Washington still haiifw at 
France's promotion of Romania as a new alliance 
m e m ber. David Buchan, Paris 

Missile contracts go-ahead 

The ministries of defence of Italy, France and Britain 
yesterday gave the go-ahead for the awarding of contracts 
for the development and initial production of Paams, the 
missile system being developed by the three nations. 

The missile system is being developed to d efen d frigates 
in the navies of the three countries. 

This was announced in a statement from the 
consortium Eurosam, which has a 66 per cent stake in the 
joint venture developing the missile. : Reuter. Rome 
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; . NEWS: THE FRENCH ELECTION 


French PM quits an untenable position NF supporters 

ponder which 
way to jump 


By David Buchan in Parts 


How theFreiidi Voted 


__ The French 
\ centre-right 
> yC \ coalition now 
^ \ has a lame 
duck premier 
pSj ' qs|k leading it into 
$3p next Sunday's 
|E second-round 

H '-0$* parliamentary 
election, after 
^ * Mr Alain 

Jnpp6 said 
FRENCH yesterday tha t 
JS^DONsLhe Country 
“needs a new 
team run by a new prime 
minister”. 

Mr Juppi broke the news 
that he would quit after the 
June 1 run-off election to the 
campaign committee of the 
Gaollist RPR and centre- 
right UDF coalition, a day 
after it bad taken a hammer- 
ing in Sund&y’s first round - 
with the coalition's vote 
sinking to just below 30 per 
cent, the lowest for decades. 

Even adding In an Inde- 
pendent Right score of 6.5 
per cent, the right was sub- 
stantially outpolled by the 
combined forces of the left, 
which topped 40 per cent. 
The presence of the far-right 
National Front, which is 
nobody’s overt ally in this 
election, in nearly a quarter 
of the second-round contests 
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for the 577 National Assem- 
bly seats will probably hit 
the conventional right 
harder than the left, because 
Front candidates tend to 
draw more support from 
right than left. 

Mr Juppe made his resig- 
nation announcement after a 
brief afternoon visit to see 
President Jacques Chirac at 
the Elysfie. But it scarcely 
matters whether the prime 
minister jumped of his own 
accord, or was pushed by Mr 
Chirac, because Sunday's 
results had made bis posi- 


tion untenable. 

Indeed , the speedy 
announcement of bis 
impending departure is 
intended to reassure the 
electorate that if can vote 
the centre-right back into 
office secure in the know- 
ledge that the country will 
not be led by the unpopular 
Mr Juppd for the next five 
years. 

The issue of Mr Juppg’s 
personality has dogged the 
five-week campaign, in 
which several centre-right 
candidates declined offers by 


the prims minister to speak 
at their rallies. His popular- 
ity rating in the opinion 
polls has at times over his 
two years in office sunk to 
record lows. 

It never really recovered 
from the strategic blunder 
he made In November 1996 
when he overloaded his 
reform agenda by coupling 
sweeping overhaul of the 
health and welfare system 
with attempts to abolish 
public sector pension privi- 
leges and to squeeze more 
productivity out of the rail- 


ways. Five weeks of massive 
strikes followed. Thereafter 
Mr Juppg never shook off 
the image of a cold-blooded 
technocrat in a hurry, even 
though be subsequently 
slowed down the pace and 
scale of reform. 

In the final week of the 
election campaign, the left 
win now have to look for 
another target Mr Chirac is 
unlikely to help them find 
one by saying this week 
whom he would appoint in 
Mr Juppe’s place, it as the 
Gaullist president still 


hopes, the centre-right wins. 

In the past two weeks, Mr 
Lionel Jospin, the Socialist 
leader, had begun to take the 
precaution of broadening his 
attack beyond Mr Juppe to 
other possible premiers, 
mentioning Mr Jacques Tou- 
bon, the justice minister, Mr 
Edouard Balladur. who was 
Mr Juppe’s predecessor as 
prime minister, and Mr Nic- 
olas Sarkozy, the former 
budget minister. 

Significantly, he never 
mentioned Mr Philippe 
Sgguin, now a serious con- 
tender to lead any centre- 
right government precisely 
because he is quite popular 
on the left. 

All these men are Gaull- 
ists. But there is just a possi- 
bility that if the right 
scrapes home, the next 
prime minister might come 
from the UDF, possibly its 
president, Mr Francois L&o- 
tand. 

The UDF has always been 
the RPR’s Junior partner, 
and sometimes rival, 
because the centre-right fed- 
eration has always com- 
manded fewer seats. The bal- 
ance of power inside the 
coalition might change next 
Sunday, if for instance Paris, 
hitherto almost entirely a 
RPR fief, swings heavily to 
the left. 


Paris bourse prices tumble in wake of poll result 


By David Owen 

The unexpectedly strong showing 
of the left took its toll on the Paris 
Bourse yesterday, with shares 
recording their biggest single-day 
percentage fall in more than four 
years. 

The benchmark CAC 40 index 
closed down 108.16 points, or 3.91 
per cent, at 2,654.74 on ’’normal'* 


trading volume of some FFr7.4bn 
($LSbn). 

The tumble follows a period 
when the market has been buoyant 
on expectations of a clear centre- 
right victory. 

Among the stocks losing the 
most ground were some of those 
in v olved in the planned privatisa- 
tion of Tbomson-CSF. the defence 
electronics giant which the Social- 


ist party has pledged to stop If it 
gains power. 

Thomson- CSF itself was down 
FFr18.20, or 9.6 per cent, at 
FFr17150. while Dassault Electron- 
ique - part of the Dassault group, 
which has made a joint bid for 
Thomson with Alcatel Alsthom. 
the telecoms and engineering 
group - fell FFr41, or 6.9 per cent, 
from FFr590 to FFr549. 


Lagardgre, the 
siles group that is Alcatel/Das- 
sault's rival bidder, shed FFriO.80, 
or 5.8 per cent, to FFr174.50. 
Alcatel itself was hit less hard, fall- 
ing FFr19, or 2.8 per cent, to 
FFr661. a phenomenon perhaps 
reflecting both the apparently 
improving prospects of its core 
ffliwymw division and continuing 
scepticism that the acquisition of 


Thomson would be an unmitigated 
good for the group. 

Financial institutions also suf- 
fered, with falls ranging from 6 per 
cent to 8.75 per cent. 

On the Matif futures market, the 
10-year Treasury bond contract set- 
tled with a loss of 054 at 12850. 
After slipping in early trading, the 
French franc held relatively steady 
against the D-Mark at FFr3575. 


By David Owen In Paris 

They may still not win a 
single seat. But the result of 
the first round of the French 
general election leaves the 
hard-right National Front In 
a position to exert a heavy - 
perhaps determining - influ- 
ence on Sunday's run-off. 

The Increase of more than 
2 percentage points in its 
share of the popular vote, 
from 12.7 per cent in 1993 to 
a shade under 15 per cent 
this time, will almost cer- 
tainly not be enough for Mr 
Jean-Marie Le Pen’s party to 
meet its objective of holding 
the balance of power in the 
next parliament 
Its score is marginally 
lower than that achieved by 
Mr Le Pen in the last presi- 
dential election in 1995. 

But it has proved suffi- 
cient to send a National 
Front candidate through to 
the second round in 133. or 
almost a quarter, of the 
country’s 577 constituencies 
- enough for the party to be 
said to have achieved a sort 
of critical mass. 

In practical terms, the 
hard right’s influence may 
be most telling in the up to 
78 socalled triangulates, or 
three-cornered contests, 
where a National Front can- 
didate will meet rivals from 
the left and the centre-right 
in a single constituency. 

The consequent split in 
the rightwing vote could, in 
certain cases, enable a 
Socialist or Communist can- 
didate to squeak through 
with a comparatively low 
share of the vote. For 
instance, Mr Bruno Goll- 


nisch, the party’s secretary 
general, came second in a 
Rhdne contest with nearly IS 
per cent, against 31 per cent 
for the incumbent Socialist 
and 22 per cent for the UDF. 

In the 444 constituencies 
where there is no second- 
round National Front candi- 
date. much will depend on 
whom the party leadership 
recommends its supporters 
vote for and whether the 
supporters accept. 

Mr Le Pen, who is not con- 
testing a seat, has indicated 
his readiness to call on his 
supporters to vote Socialist 
to force President Jacques 
Chirac into a damaging - 
and extended - period of 
“cohabitation’’ with the left 
But other National Front 
leaders are thought to 
favour a case-by-case 
approach, with the party's 
support pledged, for exam- 
ple, to candidates prepared 
to come out against the 
Maastricht Treaty. 

Many observers, in any 
case, believe those who 
voted for defeated National 
Front candidates in the first 
round will have their own 
views on who to support on 
Sunday. According to Mr 
Dominique Mo'isi. deputy 
director of the Instltut Fran- 
cais des Relations Internatio- 
nales. “Some of them - and 
probably a lot of them - will 
either abstain or vote for the 
right because they now con- 
sider that a win for the left 
is possible." 

The party made particular 
first-round headway In east- 
ern France and in some, 
principally rural, areas in 
the centre of the country. 


Battle 
continues 
for many 
big names 

By Andrew Jack in Paris 

Some of France's more 
influential and well known 
politicians have been forced 
into a humiliating second 
round of fierce campaigning 
this week as a result of 
lower than expected scores 
in the ballot for the coun- 
try’s National Assembly last 
Sunday. 

Just 12 of the 577 seats 
were won outright in the 
first round of voting - 
Including among the GauII- 
ists Mr Nicolas Sarkozy, the 
former finance minister, and 
Mr Bernard Pons, the trans- 
port minister. At the oppo- 
site extreme, candidates in 
105 districts face a three- 
way run-off. 

Among those whose seat 
is threatened is Mr Jacques 
Toubou, a close ally of Presi- 
dent Jacques Chirac and a 
candidate for re-election in 
Paris. Bis current role as 
justice minister is particu- 
larly sensitive at a time of 
numerous corruption inves- 
tigations and a pledge by 
the president to remove any 
political interference into 
the judiciary. 

Mr Jean -Louis Dehre, the 
interior minister whose leg- 
islation introduced this year 
to toughen immigration con- 
trols provoked a fierce 
debate, is also in a close 
fight 

So too are a number of 
other senior cabinet mem- 
bers: Mr Alain Lamassoure, 
the budget minister and 
government spokesman,* Mr 
Dominique Perben, the civil ' 
service minister? Ms Corinne 
Lepage, environment minis- 
ter; and Mr Pierre-Andrfi 
p^rissol, housing minister. 

Mr Jean Tiberi, the Gaull- 
ist successor to Mr Chirac as 
mayor of Paris, who has 
held his National Assembly 
seat since 1968 and has only 
once been forced into a run- 
off, in 1973. will also be 
required to compete against 
a Socialist candidate next 
Sunday. 

Sis sharp drop in support 
partly reflects the national 
trend away from the BPR, 
but also a number of corrup- 
tion allegations centred an 
his management of the city 
of Paris. 

He was placed under for- 
mal investigation by a judge 
earlier this year in relation 
to a FFr200.000 (534,000) 
report commissioned from 
his wife by an RPR local 
authority. 

Mr Valery Giseard d’Es- 
faing , the eentrwigbt 
former president who has 
held his seat in Chamali&es 
in Auvergne in central 
France, has also been 
pushed into an unprece- 
dented run-off against a 
Green- party candidate,., 
although he seems certain 
to win. 



Debrfc fieree debate 



Lamassoure; close fight 



Tiberi; sharp drop 



Giseard; set to win 


Hopes 
and fears 
raised 
in Europe 

By Wolfgang MQnchau in 
Paris, Peter Norman m Bonn 
and agencies 

French voters’ surprise 
swing to the left has raised 
hopes as well as concerns 
across Europe. 

The European Commission 
said yesterday that mone- 
tary union was on course for 
its scheduled start on Janu- 
ary 1 1999, whoever won the 
second electoral round next 
Sunday. 

Mr Yves-Thibault de Sil- 
guy, the economics commis- 
sioner, proclaimed that 
“there is no alternative” to 
the agreed timetable for 
Emu and the tough fiscal 
policies needed. 

Speaking at the annual 
meeting of the Organisation 
for Economic Co-operation 
and Development, Mr de Sil- 
guy said the stability and 
growth pact, agreed by the 
EU summit in Dublin last 
year to rein in deficit spend- 
ing, was there to stay. 

Ahead of the French elec- 
tion, Mr Lionel Jospin, the 
French Socialist leader, said 
the stability pact constituted 
an aspiration expressed by 
EU governments, but would 
not be strictly binding on an 
incoming Socialist adminis- 
tration. 

The comments prompted a 
clarification by Mr Jacques 
Delors, the former president 
of the European Commission 
and a fellow Socialist, who 
reaffirmed the commitment 
by the French Socialists to 
Emu and the Maastricht 
Treaty. 

Italy’s foreign trade minis- 
ter, Mr Augusto FantozzL 
said yesterday the swing to 
the left should lead to fur- 
ther discussions about the 
Maastricht criteria. 

He said his sense of the 
result so far was that “it 
puts attention on the inter- 
nal opinion of the French 
being sceptical on Emu”, 
and would “probably make 
evaluation of the criteria 
more flexible”. 

Germany’s Social Demo- 
cratic and Green parties 
hailed the success of the 
French left but there was a 
muted response from Chan- 
cellor Helmut KohL 

A buoyant Mr Oskar 
Lafontaine, the SPD leader, 
said the success of the 
French Socialists, coming so 
soon after Labour’s election 
victory in Britain, was an 
additional encouraging sign 
pointing to a change of gov- 
ernment in the German gen- 
eral election at the end of 
September 1998. 

Mr Kohl, conscious that a 
defeat for the French govern- 
ment could pose problems 
for greater European Inte- 
gration. said one must await 
the impact of the weekend's 
developments on next Sun- 
day’s vote. 



THE BOEING 777 HAS BROKEN THE WORLD 
RECORD FOR SPEED AND DISTANCE. 


The Boeing 777 continues to change the way the world flies. Recently, a 777 
/={V flew 20,044 km from Seattle to Kuala Lumpur without stopping. No 
OT ^ er ^ t ^ ner k** ^° Wn ^ irt ^ er ' m t ^ ien continued its flight and 
y *j/ circumnavigated the globe in 41 hours, 59 minutes-anodier world 
record. Of course, speed and distance are only a part of the store. The Boeing 
777 has set a new standard for passenger comfort and efficient, reliable service. 
The record set by the 777 does wo things. It demonstrates that this remarkable 
aeroplane keeps getting better and better, and explains why you ■ 
fly nonstop more place fester on a Boeing 777 than ever before. 
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Neighbours differ on who should head European central bank Dutch in plea on jobs 

l3n 1*1 C? Cl’i" PkiiAc By Peter Noonan m Bonn Pj ^o^th^r^a^iS- siffll to both ho^ol 

r diis, ouiiu di uuus over H/v>o 

* _ < m. Va -- - rtf 4 -Ua ■ *11 • nn in I nfAra 


By Wolfgang MCnchau, 
Economics Correspondent, 
in Paris 

One of the 
most Intrigu- 
^aigg^fej ing questions 
/jr^T -vz31 about the 
^■T^kpost-single 
currency 
world is how 
the French 
Preparing^ Germans 

f AT Emil w® g® 1 al0D S- 
TOf £mu in particular, 
how will the 
two countries bridge their 
differences over economic 
policy and over the role and 
organisation of the future 
European central bank 
(ECB)? 

In the last few months, 
attention has focused on 
reports, largely in the Ger- 
man media, about an appar- 
ent attempt by France to 
press for its own candidate 
as head of the ECB, instead 
of Mr Wim Duisenberg, the 
Dutch central bank governor 
who is everybody else’s 
favourite candidate to bead 
the future central bank. 

Few aspects of interna- 
tional diplomacy are laden 
with as much vanity as 
senior appointments to inter- 
national institutions. But 
France's concerns about Mr 
Duisenberg go much deeper. 

The dispute is not about 
the personality of Mr Duis- 
enberg but about the politics 
of central banking. 

France wants a candidate 
with much international 
political and economic expe- 
rience.' French officials 
acknowledge that Mr Duis- 
enberg - a former European 


central banker of the year - 
Is sufficiently experienced. 
He is even a French speaker, 
which gets round one poten- 
tial French objection. 

For the French, the ques- 
tion appears to be more 
whether Mr Duisenberg has 
the right kind of experience. 

The French are looking for 
a multi-talented personality, 
whose antennas reach 
beyond the monetary and 
economic minutiae. 

Mr Michel Camdessus, 
manag ing director of the 
International Monetary 
Fund, seems to have a pro- 
file much closer to what 
senior French officials have 
In mind for the presidency of 
the ECB. He has experience 
not only as a central banker 
but as a diplomat, and pos- 
sesses the skills to strike a 
compromise between oppos- 
ing political views. 

The Germans, meanwhile, 
want a competent central 
banker to lead a team that 
would relentlessly and inde- 
pendently pursue the Maas- 
tricht treaty’s prescribed 
goal of price stability. The 
Germans are also deeply sus- 
picious of anything that 
smacks of political interfer- 
ence In monetary policy. 

Mr Camdessus has been 
rumoured to be the French 
government’s preferred 
choice for the job, although 
this is strongly denied by 
officials. A senior French 
official insists that France 
has not yet rejected Mr Duis- 
enberg. and may not do so. 
There appears to be less sus- 
picion of Mr Duisenberg 
hims elf than about the 
motives behind the push for 


his appointment 
Hie final decision on the 
ECB is not due until next 
May, giving him iq months 
to allay French fears, after 
be takes over as president of 
the European Monetary 
Institute (Emil in July. 

Much crucial preparatory 
work has already been done, 
but there remain some deli- 
cate issues to be decided. 

Among them is the degree 
of decentralisation of the 
European System of Central 
Banks. France favours a 
more decentralised system 
than the other EU countries. 
The French view appears 
consistent with the Maas- 
tricht treaty, which specifi- 
cally calls for a decent ralis ed 
system. But there are shades 
of grey - each involving cen- 
tral banking jobs. 

A compromise appears 
likely on this. Mr Alexandre 
Lam fal ussy, the outgoing 
Eml president, said in a 
recent Financial Times inter- 
view thattthe ECB would be 
sufficiently equipped to han- 
dle transactions if the need 
arose, but that the system 
itself would normally oper- 
ate on a decentralised basis. 

This could satisfy France's 
viewpoint that the European 
System of Central Banks - 
the ECB and national raw*, 
tral banks - should not 
favour any partic ular finan- 
cial centres, especially 
Frankfurt, the ECB's home 
base. Foreign exchange 
operatio ns , p rd in particular 
open market operations, wfil 
continued to be carried out 
largely on the level of 
national central banks. 

The real conflict is politi- 


cal, as both sides remain sus- 
picious of each other's inten- 
tions, a suspicion that 
largely reflects the differ- 
ence in central hawiring and 
political cultures. 

French officials believe 
those differences over Emu 
may even widen if the gov- 
erning centre-right coalition 
is dismissed in next Sun- 


day's second round of parlia- 
mentary elections. But what- 
ever the outcome, the whole 
row over who governs the 
future European central 
b a nk has already left a bad 
aftertaste in Germany. One 
German official remarked: 
“This is precisely the kind of 
thing that gives the single 
currency a bad name." 


* * Emu: who’? going to make it 
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By Peter Norman in Bonn 

The Dutch presidency of the 
European Union yesterday 
urged Germany to sign up to 
the employment chapter pro- 
posed for the revised Maas- 
tricht Treaty, arguing that 
economic and monetary inte- 
gration cannot be separated 
from convergence of labour 
markets and employment 
trends. 

Mr Ad Melkert, the 
Netherlands minister for 
labour and social affairs, 
told a conference on EU 
reform organised by Ger- 
many’s opposition Social 
Democratic party that it was 
“unthinkable" that the euro 
could be a strong and stable 
currency while unemploy- 
ment In Europe was rising to 
20m and beyond. 

The proposed employment 
chapter in the new treaty 
would ensure that unem- 


ployment had an explicit 
place on the European politi- 
cal agenda. Mr Melkert fore- 
cast that employment would 
be one of the most important 
EU issues after the start of 
the single European, cur- 
rency an January 1 1999. 

Following the election of 
Britain's Labour govern- 
ment, Chancellor Helmut 
Kohl’s administration is the. 
only EU government, that 
has not decided in favour of 
an employment chapter in 
the treaty. Under pressure 
from Its small market- 
oriented Free Democrat 
junior coalition partner, .the 
government has argued that 
it does not want employment 
policy dictated from Brus- 
sels: * 

Bonn’s stance was sharply 
criticised yesterday by Mr 
Oskar Lafontaine, . SPD 

leader, who warned that his 
party would only vote for 


the Maastricht. Treaty revi- 
sion in both houses of the 
German- parliament if “pro- 
posals- for an. active employ- 
ment policy” were included. 

Mr Peter Hausmann. the 
German government spokes- 
man, said yesterday that 
Bonn believed employment 
policy should he handled at 
a -national : level and was 
waiting to see what emerged 
from the intergovernmental 
negotiations on the Treaty 
revision. 

. Mr- Melkert- appeared to 
. address some of Germany’s 
worries yesterday. He said 
emp loyment policy would 
remain “primarily" a matter 
of national' competence and 
that there was no need for 
large-scale job creation mea- 
sures organised or financed 
from. Brussels: But national 
efforts to. boost employment 
could be better co-ordinated 
at the European level 


Maastricht goes to court 


By Hilary Banes 
in Copenhagen 

A musician, a lawyer, a 
computer salesman and a 
member of the landed aris- 
tocracy are among 11 con- 
cerned citizens whose claim 
that Denmark’s' signature to 
the Maastricht treaty is in 
conflict with the country's 
written constitution opened 
before a district court here 
yesterday. 

If, against expectations, 
the complainants win their 
case, the Danes will have to 
either review their member- 
ship of the European Union 
or amend their constitution. 

A further concern for 
Europe is that the court case 


could delay Denmark’s ratifi- 
cation of the revisions to the 
Maastricht treaty, currently 
the subject of negotiations at 
the EU*s intergovernmental 
conference (IGC), but the 
prospect of a long delay, by 
Denmark has receded since 
the 11 citizens were given 
permission by the Supreme 
Court last August to proceed 
with their case.. * 

Lawyers said at the time 
that it could take four years 
for the case to be completed, 
but it is now expected that a 
final verdict can be expected 
early next year. 

The hearings which began 
yesterday win last until mid- 
June, with a ruling from the 
court expected by early July. 


But whichever side wins, the 
verdict wfil .be sent by the 
losers, oh appeal to the 
Supreme Court, which is. 
expected to hear the case in 
+be an frTmn , handing down 
its verdict in early 1998. 

Only at this stage will the 
Falketing - assuming that 
the government wins the 
case - proceed to call a refer- 
endum on the revised Maas- 
tricht treaty. 

The complainants argue 
that the powers of the minis- 
terial council exceed the lim- 
its allowed by the Danish 
constitution, and that, more 
broadly, the treaty has so 
reduced the power of the 
Folketmg that it is incom- 
patible with the constitution. 



CONFERENCES & EXHIBITIONS 


JUNE 2 

Due Diligence and Risk 
Management 

Legal, financial, insurance, operational 
and IT due diligence Tor mesgera and 
acquisitions. MB Os, lending, venture 
capital and risk management. Speakers 
from Price Waterhouse, Sedgwick, 
Smith & William so a, Apaz Partners 
and Davies Arnold Cooper. £245. 
Contact Robin Murray. Tel: +44 171 
872 3055/6. Fax: +44 171 872 3070 
Email: rabirunurray^kcLacaik 

Kings CoDefse, LONDON 


JUNE 3 

Expktittng the Information Age 
The conference hosted by Hewlett- 
Packird/CBI, will nvaal how 
converging technologies are set to 
shape the face of business into (he next 
century. The day is designed to Worn 
UK business leaders how to lake 
advantage of the opportunities 
presented by rapid change. 
Contact: Katie Tarrant at He»Iett- 
Phckaid on Of 344 36(440 

LONDON 


European Derivatives 
Exhibition - 
The Biggest European 
Annual Meeting at 
International Derivatives 
Exchanges 

Over 60 extubitors, including 
represartatiwsff 0 ffl 22 
international derwalives 
axcftanQes, and an estimated 2,000 
delegates will attend the 7th 
European Derivatives Exrtbitkxi. A > 
wide range erf supplementary , 

evenb we also scheduled. 

£10.00 entrance 

Futures & Options World 1 

TeL +44 (0) 171 827 9977 ! 

Fax +44(0)181 3378943 

The Bartiicaii Centre, London 
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& 
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JUNE 5 

Money Laundering Threat and 
Deterrence in the context of the 
FATF Forty Recommendations: 
the consequences for the stability of 
International Financial Institutions. 
Directed by Richard Rsrlout Esq. SoGrimr 
Stepbcnson Harwood. London; Member; 
H.M. Treasury Money Laundering 
Expens' Group; Ccctact Cennelaw Td 
+44 1SI 5586757 
Fax +44 171 2496303 
Remedy Hotel, Easton. LONDON 

JUNE 5-6 

FT As&i Gas -Development, 

mvuaaiUlt Qt rtiMluiigaDrirjri 

Examining the phenomenal growth of 
die gas market in Asia. Top speakers 
from: East West Center, BHP. British 
Gas, Chase Manhattan, Pcnnminn, 
Credit Lyonnais. Axemen. Thai LNG 
Corporation. 

Contact: Samantha Ledge: FT Codctcues 
Tet [+65) 323 6373 fine (+05)3234725 


SINGAPORE 

JUNE 10/11 
Global Custody 

Background to Custody * Problems A 
issues * Custody from Users and 
Custodians Perspective * Basic A 
Additional Custody Services * Cost. 
Risk A Opportunities in Custody * 
Usage of Ihdmology. 

CTTO+VAT 2 Days, 

Contact TFL 0171 606 0084/600 2123 
Fax 0171 600 3751 

E-mail; salevghf Lr r a M i i ng /i-p v+n miA. 

LONDON 


JUNE 11-12 
EUROAID 97 

Business opportunities in EU funded 
projects in 160 countries worldwide. 
Conference and exhibition covering a 
multitude of disciplines and products. 
The meeting place to find your 
European partners bidding for EU 
projects worth 10.000 million ECU per 
year. 

Contact John Daniels. CEP 
Tel: +32 2 503 22 25/26 
Fax: +32 251363 66 

BRUSSELS 

JUNE 12 

Esops Under New Labour - 
Are They Worth The Tax 
Breaks? 

The Employee Share Ownership 
Centra will be holding its Flagship 
Conference at the New Connaught 
Rooms, London WC2. Topics include; 
employee share ownership under 
Labour, trusteeship, the Budget and 
succession planning. For phone 
01714369936 

LONDON 

JUNE 12 

Shaping Your Business For 
Side or Succession 

Morning seminar for owner-managers, 
where sale or succession may not be far 
away. The event will combine the 
professional expertise needed to mould 
the business into best possible shape 
■ Hillier Hopkins Accountants ■ 
Machins Solicitors • Mattioli Woods 
Pension Consultants Enquiries: Anthea 
Qgjlvfc 01 16 232 3252 

HERTFORDSHIRE MOAT 
HOUSE 

JUNE 12 & 13 

FT Aerospace & Commercial 
Aviation Conference 

Confirmed speakers: Yves Michou 
Ae mq w ri al R , Jdxi Leahy Anlxa bdutlie. 
Wbtfgang Piflec Damder-Benz Aerospace, 
Jbgcn Webcx. Lufthansa. Claries Bigot. 
Ariaiupnce, David Turnbull. Cathay 
Pacific Airways. Jean-Marie Luton. 
European Space Agency. Patrick Gavin 
AHRV 

Enquiries; FT Conferences Td: 1+44) 17! 
S96 2626 Ftoc (+44) 171 8% 

PARIS 

JUNE 16 & 17 
FT World Gold 

Mr Josef To so vs ty. Governor. Czech 
National Bank: Mr Cyril Ramaphosa. 
Deputy Executive Chairman. NAIL: 
and Mr Andy Smith. Precious Metals 
Analyst. Union Bank or Switzerland 
will speak at this years’ premier 
interna tious] goMeveoL 
Enquiries: FT Conferences. 

Tel: +44 171 896 2626 
Fat: +44 171 896 2ftXV2697 
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The Complete Project 
Management Course 

• Intensive 4V» day course with 
practical sessions and team 
exercises 

• Designed to give a thorough 
and in-depth coverage of the 
discipline of Project 
Management and how it can be 
applied within all Industries and 
business sectors. 

• Sit APOTs professional exam 
on day five (optional) 

Contact Diane Cope 
PMP Services 
Tel 01494 479650 
Fax ITt494 479651 


<IMP 


JUNE 17 

Regional Trade & Competition 
within the Context of the WTO 

North American. Free Trade Agreement 
(NAFTA). U.S. Antitrust A Trade 
International. Euro Single Market and 
Single Currency TMF. SDR*. The Wcrid 
Bank Group. Irtemstkanl Investment A 
Trade in Africa. Corporate Governance 
end Financing. Directed by Harvey 
Applebaum, Esq., at Covington A 
Burling, Washington, D.C. Contact: 
CentrehwTW +44 18/ 558 6757 Rh +44 
171 2496303 

HQ ton Hotel, Olympia, 
LONDON 

JUNE 17/1 8 

Understanding Treasury 
Derivatives 

Highly participative training m treasury 
market risks and derivatives used in 
hedging strategies, practical exercises 
in trading techniques. For Corporate 
Treasurers, bank dealers, marketing 
executives, systems and support 
personnel. £550.000+ VA.T. 

Lywood David International Ltd. 

Tel: UK 44 101 1959565820 
Fax: UK 44 (0)19595ti5S21 

LONDON 

JUNE 17-19 
PowerOen Europe *97 
Largest event for etecnicny industry m 
Europe. Latest infocnation an strategies 
and trends in power industry. In 
conjunction with POWER-DELIVERY 
Europe. Over 200 speakers. 250 leading 
exhibitors, 6.000 attendees from 70 
countries. High level utility 
representatives from Central, Eastern, 
Western Europe. 

More information: Penn Well 
TbL +31-30-2650963 
Fax:+31-30-2650928 

MADRID. SPAIN 

JUNE 18 

Globalisation and Risk 
Management and 
Employment Obligations: 
Defining Globalisation and 
Trade In a globalised 
company 

Directed by Hamilton LOEB. Esq., 
Partner at Paul. Hastings, lanofiLy & 
WMker LUf* Wtaftargma D C. At&xnzys. 
Co- Chair. American Bar Association 
(ABA1 IrwrnatioiEd Trade Committee and 
Panel of Experts Contact Centrebw Td 
♦44 181 558 6757 Ru +44 I7J 2496303 
Hilton HolcL Olympia, 
LONDON 

JUNE 19 

Managing International 
Human Rights of Workers. 
Women and the People: Ctvfl. 

Political. Economic. SociaL 
Cultural. Trirturo- Gonocldo. 

Slavery. Religion and Beliefs. 
Directed by Prof. Christine Chink in. 
Pro f es so r of Int erna t i onal Law. London 
School of Economics and Political 
Science and a panel of experts. 

Contact CentrciawTd «44 181 558 6757 
Fax +44 171 24963U3 

Hilton Hotel, Olympia, 
LONDON 

JUNE 20 

The European Index 
Conference 1997 
“The Euro and the Exchanges: 
Implications for Multinationals and 
Financial Markets". Speakers and 
audience comprise fund arid asset 
managers, institutional investors and 
other related fields. Contact: Ursula 
Lewis. International Herald Tribune 
Conference Office. Tel: (44 171 » 420 
0309 Fax: (44 171 1836 0 717 

AMSTERDAM 
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Manchester 


JUNE 23 & 24 

The 2nd FT World Aluminium 
Conference 

Speakers confirmed for this event, in 
association with CRU international, 
include senior executives Grom Alcan, 
Gencor, Alumax. Peehiney Rhenalu. 
Hoogovent, Marubeni, tndal. Chrysler. 
Airbus Industrie, US Steel Group. CH 
Carbon. Elltem. US Department of 
Energy. FATA HUNTER. Comsy Natwtst 
Securities Australia and SIB. 

Enquiries: FT Conferences Tel; +44 17] 
896 2626 Fax: +44 171 896 26902697 

LONDON 

JUNE 24/25 

Technical approach to FX 
trading 

NEW course to develop abilities in 
forecasting rates and trading wtth the 
most popular charting methods - using 
sophisticated technical analysis software, 
dealing simulation. For Corporate 
Treasurers, bai deafen, ecawm ist s and 
research staff. £550.00 + VA.T. 

Lywood David bnemational Ltd, 

Tel: UK 44 i0) 1959 565820 
Fax: UK 44(0; 1959 565821 

LONDON 

JUNE 25-27 
FT on the Move 

ETIS biennial IT conference for 
Suppliers and European telecoms 
operators. Top experts will discuss the 
impact of developments in IT. 
legislation and customer expectations 
on the European business model and the 
need for rapid change to meet 
increasing competition. 

Enquiries to ICgnetis.org or 
Id: +32 2 223 0771 fax +32 2 219 2628 
THE HAGUE 

JUNE 26 

Managing ILO Conventions. 
The Workers. Globalisation 
of Labour and the WTO 
Obligations: 

Directed by Michael Walsh. Esq, Head of 
International Oparanem. Ttedes Unkn 
Congress (TUC) Congress House. 
London U.K. and a Panel of TUC 
Speakers. Contact: Comdaw Td +44 181 
558 6757 Fax -*44 171 249 6303 
HDton Hotel, Olympia, LONDON 


JUNE 26-29 
German tor Business 
Language and Communication 
Workshop 

Wc have created a new holistic method 
of leaching business German, (using 
accelerated learning. NLP and menial 
techniques I. You will be “German 
business executive, speaking German 
all day - and feeling comfortable doing 
so!" 

Inros Fax/Tel 101527* 831274 or 
Fax 0049-721-704 231 
Hauschitd A Partner 

REPDITCH 

JUNE 30- JULY 1 

Making Effective Present a tions 

■ Planning and Structuring. Time 
Management. Rehearsals ■ Delivery 
Techniques • Notes. Visual Aids * Use of 
Overheads and PCs • Handling Questions 

■ CCTV Role Pbys 

2 DAYS £650 + VAT 
Contact: Faupface 

Td:0I7J 6239111 Fax: 0171 623 9JJ2 
buernei: hapt/fenurw A u p ho axa n 
EmaiL laaplaw® faupiactcofli 

LONDON 

JUNE 30 -JULY 4 
Introduction to Corporate 
Credit Analysis - Level 1 

For Junior lending staff. • Borrower and 
their needs -Credit Analysis Techniques • 
PAL Accounts and Balance Sheet • 
Spreading, Ratios. Key Indicators • 
Cashflow, Forecasts, Sensitivities * 
Business Plans, Debt Capacity. Covmaots 
> Risk Analysis 5 DAYS £1025 * VAT 
Contact: Fsnqdaoe 

Td: 0171 6239111 Fax: 0171 623 9112 
Iraen« hnpV/wwwjinrp(are^«n 
Email: faiqilacq gfaH pI ac ejtm 

LONDON 


JULY 10 

Southern Africa - Resources, 
Investment & Tkade 

This conference coven banking, (mance, 
extractive industries, manufacturing, 
infrararnctUTc, agriculture and tourism. 
Southern Africa Business Association. 
Anglo American. De Been and Reining 
Mai tin < j iriKrtr 

Information: Forum Southern Africa 
Tel: 01225 466744 Fax: 01225442903 
LONDON 

JULY 14-15 

FT Aster Bonds -Growing Ffaosd 
kioome Markets 

Tipped for rapid growth, this conference 
examines the prospects of the Asian 
Bonds markets. Speakers from: The 
World Bank, Merrill Lynch, Moody's. 
Minsitry of Finance Thailand. Jakarta 
Stock Exchange Indonesia 
Ccraact Samantha Letter. FT Grtfereaxs 
Tet (+65j 323 6373 Fax: (+65) 323 4725 
e-mail sanmiyt^peaisao-pracoDLqg. 

BANGKOK, THAILAND 

SEPTEMBER 25-26 
FT Aslan Telecoms - 
Assessing Business 
Ventures 

Investing in lefaxacmmu ai cation ventures: 
strategic a lliances , competition analysis, 
biter-connection, comparing digital 
technology standards. 

Contact: Samaria Ledger, FT Qx*renccs 
Tet (+65) 323 6373 Fax: (+6ffj 323 4725 
e-maa rammylgpeanon-praronisg. 

SINGAPORE 


OCTOBER 2 & 3 
FT World Mobile 
Communications 

Issues Include: fixed mobile 
convergence: the future far mobile in a 
consumer dominated ouAsq to w ards a 
universal phone - how can this be 
achieved? Cm mobile ping the gap at the 
developing consumer market? 
For further Informa ti on contact: Sian 
Fmcourt TeL’ 0171 896 2626 Rue 0171 
8962696 e-mail: siarfglpeunaoprocoai 

LONDON 

NOVEMBER 4 & 5 
FT European Healthcare 

Thu high-level event will focus an how 
the need to deliver quality healthcare 
whilst effectively containing costs is 
reshaping the healthcare business 
environment. This conference provides a 
unique opportunity for senior decision, 
, makers across, the whole healthcare 
supply chain u tfiniai devdapmeaB and 
new opportunities, with (heir peers, at a 
s trat e gi c leveL en q ui ries: Sian Fsnoourt, 
FT Conferences Td: +44 171 S96 2626 
ftirt+44 171 896 2696/2697 email: 

LONDON 

NOVEMBERS & 6 
A New Century in Publishing 
Tho FT uaifa p x* comet kb time when 
the very nature of publishing is being 
ref fifi ne i l Sprskrrs jochsle: Nigd Sdp i r s no . 
Reed Elsevier. Marjarie ScsnQoa Potreon 
pic. Michael Lynion, Penguin, Jonathan 
Butkeley, AOL, Philip Graf, Trinity 
international, Tim Wauasiune, Daisy and 
Tbm. Alfred Sikes, Hears. Enquiries: FT 
Conferences TeL +44 171 896 2626 Fax: 
+44 171 896 2696/2697 c-miil; 
■ a n fi te e a Bon-w oo tan 

LONDON 


Conferences 
& Exhibitions 


The Conference & 
Exhibitions page normally 
appears every Monday. 

Listing the latest 
Conferences, Exhibitions, 
Seminars in the UK 
and abroad. 

Advertise your conference to 
an unrivalled business 
audience by using 
this section. 

For information please 
contact Vivienne Eka 
Tel: +44 171 873 3507 
Fax: +44 171 873 3098 


CIS ECONOMIC SUMMIT 

June 17-21, 1997 St.Petersburg 

The Petersburg Economic Forum, a new 
major annual event is organised by the CIS 
Interparliamentary Assembly and the Russian 
Government. The Heads of Governments, 
MP's and top members of the business 
community will be present. 

To attend please telephone on 
44(0)171839 2008, FIPC. 


NOVEMBER 13 
Postgraduate Study Fair 
Over SO universities, colleges and 
business schools win tie represented at 
tins fair which wfl] be attended by final 
year students and recent graduates from 
throughout the UK considering 
postgraduate study (over 2,000 visitors 
in 1996). 

Fair Organiser Jan Hewitt teb 
0161 275 2828 

MANCHESTER 


Conferences 

& 

Exhibitions 


LANGUAGE COURSES 


FAST. EFFECTIVE. AFFORDABLE 

Would speaking your 
Customer's language 
have made the 
difference ? 


Did your last meeting overseas go as well as you had 
hoped 7 No ? Why not ? Did you lose out to a com p e ti tor 
who did speak the language of the customer 7 
Don't let It happen again - 

Call BERLITZ for details of 'Doing Business In' 
French/Gennan/Spanish NOW on 

0171 - 91S 0009 



Language 

Courses 


To advertise ptease 
contact WIN Piper 
Tel: 0171 873 4418 
Fax: 0171 873 3098 


Financial Times 


LANGUAGES 
FOR BUSINESS 

* TaBored tutioft tor business people 

• Courses for indhrittoals and groups 

♦ Incompaty oral bur centres in' . 
London, Oxford, Bngftton and Kent 

• Expert teaching W over 40 
languages inducing Engfcfa - 

Resent Uncuatwm 
5 Petty Street London W1P9£B 
TWeohone: 0171 637 8041 ‘ 

Fas 0171 580 0122 ’ 




(20hm^M||ll 

Tailor-made iodividHIHl 
on request. Form! 
Ms MictoieArita (Teach. 
My approach to Japanese i 


Financial Times 

To advertise contact Vivienne Eka on +44 171 873 3507 or Fax +44 171 873 3098 


l^ll^^fa-IOcTasses 

will be organised ' 
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is tfotty ondpravacatbtel. . 
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Additives 


ConsumerCare 

Chemicals 


performance 

Prfymei? 


• i •' r -" : 
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is born. 
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itself to ^tetiigoistomefs 


additives,: co^umer care 


Pigments 


Textile Dyes 


textile dyes. 

’■ V 4n every case our products 
driver the highest - t ; ; : : . 


^performance in the most 
v extreme conditions. Our 
. ;uqw company is already 
V working in partnership 
1 with household names in 
{electronics, fashion and 
automotive industries. 

^We have 58 manufacturing 
sites in 29 countries and 
more than 20,000 people 
worldwide. 

We also record sales in 117 
countries with a strongly 


established presence in 
emerging economies in 
Asia. Ciba Specialty. 
Chemicals is flexible, quick 
to react and ready to take 
Ciba's track record of 
innovation to new heights. 
By specialising in five 
key areas of expertise, 
we will continue adding 
greater value to every 
product we become 
involved with. 


Ciba 
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aba Specialty Oieriiicals 
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Value beyond chemistry 
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WORLD TRADE 


Thailand is betting on an export revival to save the country’s battered currency. Ted Bardacke reports 


LAST WEEK the danger 
of Thailand’s economic 
dile mma became folly 
apparent. Economic 
policy makers appear to 
have ruled ont what 
wonld be a painful 
devaluation of the baht. 
But their currency 
defence strategy - 
raising interest rates to 
astronomical levels and 


telling local banks not 
to sell baht to foreigners 
- amid deflate the 
economy into an equally 
painful financial crisis. 

The only way out, and 
the one Thai authorities 
are betting on, is a 
massive recovery in 
exports over the next 
year. Exports fell 0.2 per 
cent in 1996. A rebound 


wonld improve the 
country’s current 
account deficit and keep 
economic growth high 
enough to avoid a rash 
of bankruptcies. 

This would lead to 
resumptionof large- 
scale capital inflows to 
the point where the 
country could lower 
interest rates again. 


Thailand is in the 
midst of an uneven 
structural transition. 

For all the growth in the 
export of computer 
pails and electronics 
there are corresponding 
declines in exports by 
labour-intensive and 
commodities-based 
industries. 

Meanwhile, expanding 


plant capacity and 
training an 
under-educated 
workforce in the 
country’s growing 
export sectors take time. 
Bnt the declining- 
industries could pick up 
again quickly if 
upgrading programmes 
are successfully 
implemented. 


Two export industries 
among Thailand’s top 10 
- computer parts and 
shrimps, the former 
booming and the latter ; 
in crisis - convey the 
same message. Those 
who invest in capital . 
and education will 
prosper; those who do 
not will fail. 


On the high-tech ladder A sea change in 

shrimp farming 


C omputer parts over- 
took textiles as Thai- 
land's number one 
export last year. Economists 
say this was an historic 
event - as when textiles 
overtook rice two decades 
ago. 

Thailand now competes 
with Taiwan and Malaysia in 
high-tech “cleanrooms” 
rather than with Vietnam 
and Indonesia in low- wage 
“sweatshops”. 

Seagate, the world's larg- 
est manufacturer of com- 
puter disc drives, is at the 
heart of this transformation. 

With ,42 .000 employees it is 
Thailand's largest private 
sector employer and on its 
own accounted for 4 per cent 
of the country’s total export 
earnings last year. Its six 
factories operate 24 hours a 
day, seven days a week. 

When International Busi- 
ness Machines, the world's 
largest computer company, 
was looking for a place to 
double its own production of 
hard discs, previously con- 
centrated in Japan, it never 
seriously considered any- 
where but Thailand. 

IBM’s investment of $560m 
in two new factories, expec- 
ted to generate $2bn a year 
In export revenue, should be 
ready by early 199a 
“With new product devel- 
opment, the life of a product 
is only about one year,” says 
Mr Norlo Okumura, director 
of storage manufacturing 
and development at IBM 
Japan. 

“When we first looked at 
Thailand in 1988 we didn’t 
have so much confidence 
that we could change cycles 
so quickly. Now there is a 
structure in place and we 
have that confidence. Thai- 


Thailand: export structure 

I 





O ver the past decade. 
Thailand became the 
world’s largest 
exporter of fanned shrimp 
and helped the CP Group 
become Asia’s leading agri- 
business conglomerate. 

Yet farmers rushing to get 
in on the boom destroyed 
much of the country’s pris- 
tine coastline, tearing up 
half the country’s mangrove 
forests far aquaculture use. 
Now the country is paying 
the price. 

Two viruses are attacking 
Thai shrimp. Known as 
white spot and yellow head, 
the diseas es Mil shrimp 
before they can reach har- 
vesting size. As a result, 
Thai shrimp production has 
fallen 10 per cent annually 
for each of the past three 
years. 

“I keep trying to produce,” 
says Mr Vichien Jaidee, 
whose small four-hectacre 
farm along the Gulf of Thai- 
land shows signs of its for- 
mer glory in boasting a sat- 
ellite dish, several mobile 
phones, a fancy 4x4 pickup 
and a 100-gallon exotic fish 
tank “But usually after a 
few weeks the shrimp die 
and I have to drain the 
whole system and bring in 
new seawater and try 
again.” 

Mr Vlchien’s primitive 
farming technique is to 
blame for Thailand's prob- 
lems. He and most other 
farmers simply bring 
in ocean water, produce 
shrimp and then drain their 
ponds, by this time fall of 
waste and chemicals, 


Owes Bn* arp-tB&wxt c tm nta l Dqannaoe Soo OMtOocty Ftawecft 


land is the place to make 
disc drives.” 

World demand for disc 
drives grew 18 per cent last 
year and Dataquest, an 
industry forecaster, expects 
it to expand 28 per cent this 
year. 

Yet this dependence on the 
world market is Just one of 
the constraints facing Thai- 
land’s booming high-tech 
industries, as growth 
appears to come more from 
volume increases than from 
the introduction of new tech- 
nologies. 

"Our expansion in Thai- 
land has come from internal 
growth and acquisitions,” 
says Mr Javed Chaudhary, 
vice president and- general 
manager of Drive Operations 
in Thailand. "It's foolish to 
move production processes 


around the world. The tech- 
nical support structure is 
just too hard to duplicate.” 

There is a larger problem 
for Thailand. Companies’ 
production lines are still 
very labour-intensive, but 
the mostly female labour 
must have at least a ninth- 
grade education, undo' a law 
introduced in Thailand last 
year but still largely unim- 
plemented, thanks to a 
shortage of teachers and 
problems at the education 
ministry. 

Seagate is already facing 
difficulties hiring enough 
workers for its new facility 
in Karat, built in the coun- 
try's impoverished north- 
east region precisely to get 
away from the labour con- 
straints around Bangkok. 

Besides education, the 


other way out of this labour 
shortage is to move even 
higher up the value-added 
ladder, where investments of 
$lbn give rise to only about 
1,000 well -paying jobs. 

So far Thailan d haw faile d, 
as evidenced by the crumb- 
ling plans of the Alpha tec 
Group to push the country 
into the manufacturing of 
silicon wafers, the basic 
building blocks for computer 
chips. 

This kind of business has* 
nourished in Asia only with 
government finan cial sup- 
port, something the TOials 
have yet to muster. 

Until that happens, Thai- 
land will be stuck in the 
middle of the high-tech food- 
chain. reliant on everyone 
else and never large enough 
to control its own destiny. 


directly back into the sea. 

With few wetlands IgA to 
filter the drained water, this 
waste has turned coastal 
marine life into breeding 
agents for the viruses,: 
agents which sully the ponds 
when they are filled anew. 

Small farmers, the envi- 
ronment and Thailand's, 
export performance are not 
the only victims of white 
spot and yellow head. 

Food processors who, 
invested to prepare shrimp' 
for export, big investors who 
established industrial-size 
farms and the. CP Group 
itself, are also feeling the - 
pain. Together they might 
-just save the shrimp indus- 
try from oblivion. 

T jinking raw material for 
their food factories, proces- 
sors are starting to take over 
ravaged farms and employ- 
ing a “closed” production 
technique limiting the 
amount Of c ontamina ted sea 
water - used and recycles 
waste water. Sucdfess, if it 
comes, wifi not be immedi- 
ate. 

“Over the next one or two 
years we will try to fix the 
problem,” said Mr Joe Lee, a 
shrimp production expert 
expe rimenting with a closed 
system for Contessa, a Tai- 
wanese company with two 
under-utilised Thai process- 
ing plants. "If we can, Thai- 
land still has huge .poten- 
tial." •' • 

One obstacle to the closed 
system is cost, jnfrastruc- 
-tnre costs are 30 per cent 
: higher than for a traditional 
system, not including the 
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Left stakes its claim to Mexico City 


By Daniel Dombey 
In Mexico City 

Mr Cuauhtemoc C&rdenas, 
the standard-bearer of the 
left, has significantly 
strengthened his claim to 
the country’s second most 
important electoral post, the 
governorship of Mexico 
City, after an unprecedented 
triumph in a televised 
debate over a rival from the 
ruling Institutional Revolu- 
tionary Party (PRI). 

While the new post will 
have limited powers and 


only a three year term. It 
will give its incumbent enor- 
mous national prominence 
and could be used as a 
launching pad for the presi- 
dency. 

A third candidate, Mr 
Carlos Castillo Peraza of the 
centre-right National Action 
party (PAN), Is also stand- 
ing in the July 6 poll, along 
with a host of minor parties. 
Bnt Mr Castillo was 
excluded from the weekend 
debate by Mr Cardenas, the 
frontrunner for several 
months. Three years ago a 


PAN candidate mauled Mr 
C&rdenas in a presidential 
debate. 

A poll taken before the 
debate gave Mr Ctirdenas a 
44 per cent popularity rat- 
ing among voters, compared 
with 22 per cent for Mr 
Castillo and 21 per cent 
for Mr Alfredo Del Mazo, the 
ruling party candidate. 

One poll after the debate 
indicated 73 per cent of vot- 
ers regarded Mr Cdrdeuas as 
the victor. In another poll 51 
per cent of voters felt he 
won the debate. 


There are a number of 
elections on July 6 besides 
Mexico City's governship. 
Hie most important is for 
the lower house of Congress 
and the PRI is likely to get 
an overall majority. 

Mach of what the two 
main candidates proposed in 
the debate was similar, and 
similarly sketchy. 

But the encounter was dis- 
tinguished by their mutual 
attacks. Mr Dei Mazo acc- 
used Mr C&rdenas of having 
passed a $400,000 apartment 
to his son just days before 


declaring his assets and -of 
having proposed an educa- 
tion bill that violated reli- 
gious freedom when gover- 
nor of Mlchoac&n state a 
decade and a half ago. 

Mr Cdrdenas said when 
Mr Del Mazo was a governor 
himself he pushed through a 
bill that threatened detrac- 
tors with imprisonment. 

“They seemed to be com- 
peting to see who was the 
worst governor in the 
1980s,” said Mr Gonzalo 
Altamirano, a party official 
of PAN, the second largest 


party nationally. In the 
past, such exchanges would 
probably not have been a 
problem for the PRI, long, 
accustomed to winning 
every election it contests. 

Bnt the disastrous eco- 
nomic slump of 1995 and the 
corruption scandals still 
swirling around the govern- 
ment of former President 
Carlos Salinas have given 
Mr Cdrdenas an edge. 

He is ■ helpfully remem- 
bered as the most implaca- 
ble opponent of the now dis- 
graced Mr Salinas. 


Argentina seeks suitors for its ‘uglies’ 

Ken Warn senses a desperation to sell postal service and mortgage bank 


T he headquarters of 
Argentina's state 
postal service is an 
impressive neo-baroque pile 
that looms over downtown 
Buenos Aires. 

But its opulent exterior 
and plush, echoing interior, 
conceal a mundane reality - 
it is deep In the red and up 
for sale. The postal service, 
known by the acronym 
Encotesa, is part of the latest 
wave of privatisation that 
includes the national mort- 
gage bank and the country’s 
main airports. 

The government is also 
eventually looking to the pri- 
vate sector to finish and run 
the monumental YacyretA 
hydro-electric scheme it 
shares with Paraguay, and 
to take over its three nuclear 
energy plants, one of them 
unfinished. 

The sell-off programme, 
launched by president Carlos 
Menem’s government in the 
early 1990s, has transferred 
public utilities, telecommu- 
nications and swathes of 
industry to the private sec- 
tor. But the latest phase is 
being pushed Forward in the 
face of stiff political and 
technical difficulties. 

“They are certainly the 
rump of the uglies, with the 
exception of the airports,” 
said Mr Christopher Eccles- 
tone of the brokers, Interac- 
ciones. “You can see why 
they left them until now.” 

Most crucial to the govern- 
ment in the short term is the 
sale of the Banco Hipoteca- 


rio Nacional (BHN), tbe 
■national mortgage bank. 
Founded in 1886, BHN is 
Argentina's biggest mort- 
gage lender. 

The government plans to 
divide most of the $3bn it 
hopes to raise from the sale 
between national and pro- 
vincial public works 
schemes. This has provoked 
opposition charges that the 
sell-off is aimed at raising 
cash ahead of October's mid- 
term elections and the 1999 
presidential race. 

Mr Roque Fernandez, the 
firmnrp minister, maintains 
that the sale of BHN is to 
make the mortgage and 
housing markets more 
dynamic, and to create Jobs. 
But the opposition charges 
that government moves to 
secure a bridging loan of up 
to $2 bn. to be paid back with 
the sale’s proceeds, are 
intended to allow it to get 
spending programmes under 
way ahead of the October 
polls. 

BHN, with a book value of 
$2.7bn, has been profitable 
since a restructuring in the 
early 1990s. It has more than 
30 per cent of Argentina’s 
under-developed mortgage 
market. However, almost 24 
per cent of outstanding loans 
are non-performing, down 
from a peak of almost 33 per 
cent in mid-1995. 

“We still have work to do 
cleaning up the bad loans 
before we bring the bank to 
market," said Mr Pablo Rojo, 
BHN president, “but it will 


Argentine President Carlos 
Menem (right) arrived in 
Germany yesterday for a 
three-day state visit that 
will include the opening of a 
new ambassador’s residence 
in Berlin and a private 
dinner with Chancellor 
Helmut Kohl, AP reports 
from Berlin. German 
President Roman Herzog 
praised Mr Menem’s rolejm 
Argentina's political and 
economic stability. “Under 
your leadership, your 
country has followed tbe 
precepts of the social 
market economy brand like 
no other and has witnessed 
an enormous boom,” Mr 
Herzog said. 

not have an impact on the 
net value of the bank.” 

Another possible worry for 
investors is that a privatised 
BHN may also lose legal 
privileges such as the right 
to repossess properties with- 
out recourse to the courts. 

A bitter debate last month 
ended in slaps, scuffles and a 
hail of insults on the floor of 
the lower house of Congress 
as opposition deputies 
fought an unsuccessful 
last-ditch battle to derail the 
sell-off 

But the battle outside Con- 
gress over the sale of the air- 
ports and postal system has 
been even more heated. 

Mr Domingo Cavallo, for- 
mer economy minister, has 
alleged both sales were 
being structured to entrench 










the monopoly interests of 
postal entrepreneur Mr 
Alfred Yabr&n. 

The sell-off plans were 
pushed through by decree by 
President Carlos Menem 
after Congress failed to 
agree on how to proceed. 

Mr Cavallo alleges that Mr 
Yabrdn secretly controls a 
network of companies that 
dominates Argentina's pri- 
vate postal operators and 
some airport services which 
are already under conces- 
sion. such as duty-free shop- 
ping. Mr Yabr&n has angrily 
denied the charges. 

Mr George Camarci, 
managing director of 
UBS Securities, financial the 
adviser to the government 
on the airport sale, said that 
it was being bandied with 


complete transparency. 

“There has to be fairness 
for all potential bidders.” 

The government aims to 

seU a concession to run 28 

airports, including the Bue- 
nos Aires international and 
national airports, for the 
next 30 years, with a possi- 
ble 10-year extension. A fur- 
ther nine airports could be 
included subject to the 
approval of provincial gov- 
ernments. 

It hopes the winning bid- 
der will pay an annual rent 
of $40m-$50m, but will also 
invest at least $lbn in infra- 
structure improvements 
over the lifetime of the con- 
cession. with up to half the 
spending in the first five 
years. 

British, US, Canadian, 


French, Italian, Dutch and 
Spanish companies had 
expressed an interest in the 
sale, Mr Camarci said. 

An international roadshow 
to promote the sale, due to 
completed by September, 
winds up in Germany this 
week. 

Nonetheless, a group of 
opposition deputies contin- 
ues to harass the govern- 
ment over the sale and is 
seeking to have it declared 
unconstitutional. 

Encotesa is also in dire 
need of investment It hopes 
the winning bidder will 
invest $25m in the service 
every year for tbe first' 10 ' 
years of a 30-year conces- 
sion, while fighting off com- 
petition from the aggressive 
private postal companies 
which sprang up after 
deregulation in 1993. 

The company, with less 
than 40 per cent of the mar- 
ket had an estimated operat- 
ing deficit of $40m last year, 
little changed from 1965. 

Nonetheless, Mr Arturo 
Puri cell i, Encotesa presi- 
dent is confident that a pri- 
vatised service will he more 
efficient and be able to offer 
a wider range of services, 
including banking. 

“It is not exactly a gem," 
said Mr Ecclestone. “But a 
decent international opera- 
tor could turn it around.” 

"Uglies" or not the gov- 
ernment shows no sign of 
wavering in its determina- 
tion to push the sales 
through. 


'extra land. needed, which 
-. makes it prohibitively expen- 
sive for many. ;j - ; . 

Large-scale lhvestors also 
rely on hank' finaicici,ng;:.- 
which gives thafcanly a. cou- 
ple of fbtu-marfth .production ' 
cycles to ' ex per i ment with 
- before interest payments 
start «*Twing . idue, making-. 
mMiadlne. rfskviv • :. 

Yet' iriiHke small formers^ 
these investors are- likely to., 
educate themselves and 
change their ; 'production 
techniques — tmcetheyhave 
■ the moneys , "i 
- GP Is'also getting into the 
act. At ite 'cuttmg-edge- 
Shrimp ; Culture Research. 
Centre, Dir. Ijpbnsirm Withy- 
achumnaxnkul has devel- 
oped additives to water and 
feed that heap stave off white 
spot disease in some cases 
and is helping turn shrimp 
waste into fertiliser. - 

“We are trying to help 
formers survive for a little ' 
while so they can move to. a 
new system,'” says Dr Boon- 
sfrm. . ' 

Yet despite its power over 
the industry, CP doesn't con- 
trol the production process 
and will stm Bell feed to and 
buy production from any 
producer. 

This includes formers who 
have moved inland to Thai- 
land's central plains" to 
escape the contaminated sea. 
These formers, using concen- 
trated saltwater, drain their 
dirty ponds directly. Into rice 
fields, .thus threatening the 
ecological balance that has 
made Thailand the world’s 
largest exporter of rice. 


EU drops 
complaint 
on Seoul / 
‘frugality’ 
campaign 

By Guy de Jonquftres 
ki Paris 

The European Union has 
.dropped its threat to chal- 
lenge South Korea's “frugal- 
ity" campaign in the World - 
Trade Organisation, follow- f 
ing actions by the Sami gov-:' 
eminent to ensure that the 
campaig n does not discrimi- 
nate against imports. 

However, Sir- Leon Brtt- 
tam, the EU trade commis- 
sioner, told Mr Ghang-Yeul 
Lim, Korea’s trade and 
industry minister, at a meet- 
ing in Paris yesterday that 
.he- would conthrae to moni- 

tor the Korean policy and 
vronld he'-ready to respond " 
to complaints -by European 
' companies that they were • 
being nnCairiy "treated. 

;• EUafflcaatesaid they wot . 
satisfied that Seoul had “Htv 
: teh‘ the ’ bullet*, after Sir- 
Leon - -wrote .to 7 the Korean : ' 
g o ve r n ment .two months ago 
saying the" - frugality : cam* 

palg n -^Wbiqb seeks tb dfe^ 

courage consumption ■ 

urtes - Violated WTO rulear ^ . 

Seoul on May 9 , empha^i, 

1 sised the campaign should^ 
not target particular typek^ - 
. of products or impede trade- ^ 
It instructed customs :and-. 
tax officials not to distriinl’ 7 
nate against imports and; ' : -. 
appointed an ombudsman to'- 
hear complaints by foreign 
companies. 

■ US and European trade 
officials today .resume 
efforts to. salvage talks . - 
suspended at , the weekend, 
on so-called “mutual recog~| - 
nltkm agreements” designed'; . 
to boost transatlantic traded 
in pharmaceuticals , Infor-vj' 
motion technology, telecoms 
and pleasure craft. Presl-' 1 
dent Bill Clinton and RU,: 
leaders in December com- 
mitted themselves to MBAs ■ . 
In- time for tomorrow’s sum-: 
mftof theUS leader and his 
EU counterparts. 

MRAs -wonld allow TEC,; 
qualifying bodies to perforimf - 
certaln 'procedures. to ’ 
approve entry into : thfr 
market, and vice versa? 



Spielberg film 
a record beater; 

Steven Spielberg's dlnosauis trampled box office records- ’- 
over Memorial Day weekend in the US as The Lost Wprbt. 
Jurassic Park opened with an estimated $85.7m for the 
four-day period, according to studio estimates yesterday. 

The special effects" extravaganza beats the previous 
record held by Mission: Impossible, which earned tSBJBta. 
over the Memorial Day holiday last year. 

Its three-day total (Friday to Sunday) of 369.1m beats.; .- , 
the $52. 78m that Batman. Forever-earned in its first -three 
. days in 1995. The film'd $22m opening -on Friday also beat , 
the $20.lm opening for Batman Former, pie Lost World : 7 
Jurassic Park features Jeff Goldblum; who battles against 
raging velocoraptors in a loose adaptation of hBchajd 
Crichton'S The Lost WorhL. . • Reuter, Los Anffeles 

Mexican trade surplus down 

Mexico recorded a trade surplus of $109m for April, ’ 
according to pr elimin ary figures at file weekend - - 
compared, with $793m In the same month last year. ’ ; 
Exports of $9 -lbn were 15 per cent up on last year, hut ; = 
imports jumped 27 per cent • *•••. - : V 

The most dynamic exporters were -Mexico's 
maquiladoras, ot customs-exempt assembly plants, which 
saw sales increase by 21 per cent on April last year. The : 
Mexican government said part of file reason for the small 
surplus was delays in imports caused by the Easter .- 
holiday. The delay meant that goods normally imported 
In March were imported in April and bad helped push up' 
the March surplus to $636m. in addition, felting oil prices 
pushed petroleum sales down 4 per cent on April 1996 to 
$943m - Daniel Dombey, Mexico City 

Venezuela fish row flares up 

A dispute between Venezuela and Trinidad and Tobago 1 
over fishin g rights in the Caribbean waters separating the 
torn countries has flared up again despite recent talks to 
diffose the standoff. 

Trinidad and Tobago has threatened to fake fhefesnefo 
the Organisation of American States <OAS)at a meeting- 
m Peru alia- six of its fishing vessels were detained by : 
Venezuela’s coastguard last week, Venezuela's foreign 
ministry denied there was gunfire involved, Tjutsaid that 
2?® o f - the vess ^ s Wed to escape. Venezuela says^shing^ 
boats from Trinidad and Tobago repeatedly violate its 
maritime sovereignty. - * 

Mr Miguel Bnrelli Rivas, Venezuela's foreign minister, 
didnot recommend his colleague from Trinidad and 
Tobago “take the issue to the OAS or -the United Nations, 
as Venezuela will not accept any ncm-bilateral foreign ' 
intervention". The two countries are negotiating a 
two-year fishing rights treaty to replace one that expired 
“ 1996 ' . Raymond Coda, Cameos 

St Lucia banana' shake-up 

^ thDny ’ newl 5 r Elected primeminister of 

St Lucia, is to restructure the island’s banana industry,. 
■_™' Eest i°.^ 3e Caribbean. Mr Anthony, whose Labour 
party won Friday’s election on the eastern Caribbean 
island of 140.000 people, said restructuring the industry 
was important to turning around the economy; which 
contracted by Lfl per cent last year". The Labour party 

17 sea* 3 - Mr Vaughan Lewis, former 
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F ood accord lifts hopes for Korea talks 


By Tony Walker in Beijing 
and John Burton in Seoul 

Red Cross officials from 
North and South Korea yes- 
terday agreed on a shipment 
of 50,000 tonnes of food aid 
to help the hunger-stricken 
North cope with the looming 
threat of famine. 

Separately, the European 
Union will contribute $63m 
in food aid and health assis- 
tance far North Korea, mak- 
ing it the single largest con- 
tributor to a humanitarian 
relief effort being conducted 
by the United Nations. 

The UN has sought nearly 
JlOOra in its latest appeal for 
food aid to the North but the 
response has been limited, 
due to Pyongyang’s refusal 


to allow international relief 
workers unrestricted access 
and its reluctance to join 
proposed peace talks. 

The EU donation will pur- 
chase 155,000 tonnes of 
grain, about a tenth of North 
Korea's request far interna- 
tional aid this year. 

The emergency deal bro- 
kered by Red Cross officials 
from the North and South is 
the first such agreement 
since 1985 and raises hopes 
of progress towards four-way 
talks aimad at bringing last- 
ing peace to the Korean pen- 
insula. 

The US and South Korea 
proposed the talks with 
North Korea, also involving 
China, to resolve the mili- 
tary standoff along the 38th 


parallel, which divides North 
and South. The 195&53 Kor- 
ean war ended without the 
signing of a peace treaty. 

South Korean Red Cross 
officials said the food aid 
agreement would provide 
the “momentum to increase 


will help, this or that way,” 
he said. 

International relief agen- 
cies estimate that 4.7m 
North Koreans, about a fifth 
of the population, face star- 
vation this summer from 
food shortages caused by 


North and South agree on aid 
shipment for hunger victims 


mutual co-operation between 
the two Koreas on the basis 

Of h mnanitaHante ffl"- 

A North Korean Red Cross 
official said the promised aid 
was “quite small in compari- 
son with the total effect of 
the disaster”. ”1 cannot say 
it’s enough, but anyhow it 


devastating flooding in 1995 
and 1996. 

North Korea had asked 
South Korea's Red Cross for 
100,000 tonnes of food. The 
South Koreans initially 
offered 40,000 tonnes. 

South Korean officials 
expressed satisfaction over 


the North's agreements to 
allow the food aid to be 
clearly labelled as having 
come from South Korea. 

The North also agreed to 
open more delivery routes, 
but it would not allow aid 
shipments through Panmun- 
jon, the town which strad- 
dles the border. 

Representatives of the 
International Committee of 
the Red Cross (ICRC), which 
has been monitoring the 
North-South discussions, 
said the South Korean food 
aid, mainly com, would help 
feed about 500,000 people. 
The first shipment of 15 ,000 
tonnes is on its way by train 
from nhina 

An ICRC official said he 
hoped South Korea's gesture 


would ‘'inspire other Red 
Cross societies and also 
other governments to come 
forward with more assis- 
tance because aid is needed". 

The EU donation is the lat- 
est sign of Brussels’ 
increased diplomatic role 
involving Korea. It also 
recently signed an agree- 
ment to join the Korean Pen- 
insula Energy Development 
Organisation, which is pro-' 
viding new light-water 
nuclear reactors as part of a 
promise by Pyongyang to 
freeze its suspected nuclear 
weapons programme. 

Mr Tue Rohrsted, the EU 
ambassador to Seoul, said 
the contribution was neces- 
sary to promote stability in 
North Korea. 


Drive in Japan for 
greater security role 


Leading manufacturer’s move hi ghli ghts growing 


importance of electronic commerce in Japan 


ASIA-PACIFIC NEWS DIGEST 


Investment in 
China slows 

Foreign investment in ffrdTm is expected to be down in 
1997 to less than $40bn, suggesting that investment flows 
have peaked for tty, time being. Mr Li XiaoxI, a researcher 
at the State Council's Development Research Centre, 
forecast that utilised investment would reach 
S30hn-$40bn. compared with last year’s record $48bn. 

“Although the figure Is smaller than that for 1996, it is 
still large for China’s economic development," Mr Id was 
quoted as saying by the official Xinhua newsagency - 

nhina bad attracted $l77.2bn in actual investment by 
the end of 1996, bte growth been slowing since the 
early 1990s whan investment more than doubled. 

Utilised investment rose by 12.2 per cent last year, but 
con tr act e d investment was down about 20 per cent to 
973J2bh. utilised investment reached $4.66bn in the first 
two months, up. L5 per cent on the same period last year. 

- “Slower rates of Investment are expected to continue 
over the next few years," said a report prepared by a 
foreign embassy in Beijing. “Rising costs in coastal 
re gions are deterring investment. The poor infrastructure 
and bureaucratic hurdles of China's less developed 
interior' stilt present significant barriers to investment in 
these regions.” • Tony Walker, Beijing 


By Gwen Robinson in Tokyo 

The growing push in Japan 
to overhaul the country's 
1947 pacifist constitution and 
expand its international 
security role has gained 
momentum, with the setting 
up of the first parliamentary 
group openly to support revi- 
sion of the constitution. 

The non-partisan group of 
nearly 300 parliamentarians 
held its first meeting last 
Friday in Tokyo, bat left- 
wing politicians have 
already boycotted the group, 
warning any revisions could 
revive pre-war mili tarism. 

The move comes at a cru- 
cial time, when Japan and 
the US are completing a 
joint review of their bilateral 
defence arrangements under 
the US-Japan Security 
Treaty. An interim report 
next month will urge Japan 
to take a more active role in 
regional security and to sup- 
port US forces' in any 
regional conflict, according 
to a draft report leaked to 
Japanese media. 

In addition. Japan has 


been lobbying for a perma- 
nent seat on an expanded 
United Nations Security 
Council and has got US sup- 
port for its bid. 

The government, mean- 
while. has just completed a 
draft bill that would ease 
restrictions on weapons- 
usage by Japanese troops 
involved in international 
peacekeeping operations. 
The bill will be submitted to 
parliament in a special ses- 
sion this autumn. 

Recent opinion polls and 
public statements by busi- 
ness and political leaders 
suggest that such develop- 
ments have contributed to 
growing opinion in favour of 
constitutional reform. 

"There is a wide gap 
between constitutional pro- 
visions and reality said Mr 
Taro Nakayama, a former 
foreign minister with the 
governing Liberal Demo- 
cratic party and chair man of 
the parliamentary group. 
“We aim to address all ques- 
tions about this gap." 

After the group’s inaugu- 
ral meeting. Mr Yasuhiro 


Nakasone, a former prime 
minister and well known 
proponent of expanding 
Japan's military capabilities, 
said the group would formal- 
ise its role by presenting a 
bill this week in parliament 
to establish a s tandin g com- 
mittee on constitutional 
issues. 

Mr Nakasone hailed the 
plan as “epoch-making”. The 
proposal, however, is bound 
to provoke fierce debate 
between conservatives and 
leftwing groups, including 
Japan's socialist and com- 
munist parties. 

The group does not intend 
to propose specific amend- 
ments to the constitution, 
but will focus on generating 
further discussion about a 
wide range of provisions, not 
just the security-related 
Article 9, said Mr Koichi 
Kato. LDP secretary-general. 

Under current laws, con- 
stitutional ammiimpntjt need 
a two-thirds majority in both 
houses of parliament, as well 
as approval by a simple 
majority in a national refer- 
endum. 


NEC to USC internet Thai projections scaled down 

Thailand's central bank revised, downward its 1997 

• . . ^ projections foreconomic growth, expcrt performance an 

to order supplies 


Australian banker on 
insider trading charge 


By Nikki Tait In Sydney 

The Australian Securities 
Commission (ASC) yesterday 
filed a charge of insider 
trading against Mr Simon 
Hannes, an executive direc- 
tor of Macquarie Bank, the 
listed Australian investment 
bank, over the purchase of 
options in TNT. 

TNT. the transportation 
group, was taken over by 
the Dutch KPN group for 
A92bn (US$l-5bn) last year, 
with Macquarie Bank advis- 
ing on the transaction. 

Mr Hannes has already 
been charged with two 
breaches of the Financial 
Transactions Reports Act in 
relation to the same matter. 
But his lawyers have indi- 
cated that he will plead not 
guilty and the high-flying 
executive, who is in his late 
30s, has been released on 
baiL 

Yesterday, however, the 
ASC laid the new charge 
and gave further details of 
its allegations. 

It claimed that in mid-Sep- 
tember Mr Hannes - using 




the name “M. Booth" - 
instructed a stockbroker at 
Ord Minn ett to buy TNT call 
options at a cost of almost 
A990.000. In the wake of 
KPN’s bid in early October, 
the valne of the options 
increased to around AS2m. 

The ASC went on to allege 
that Mr Hannes had talked 
to someone in the bank’s 
corporate advisory depart- 
ment, Who was working on 
the takeover in the previous 
July and was told that the 
valuation range on TNT 
shares was over A$2. 

It also claimed that Mr 
Hannes attended meetings 
where Macquarie’s fee for 
“Project Tennis” - the 
bank’s name for the 
KPN/TNT takeover - was 
discussed. 

Mr Hannes was on leave 
from the corporate advisory 
department from August, 
but the ASC now alleges 
that he retained his mag- 
netic access key and on six 
occasions in August and 
September entered tbe 
offices late at night. The 
ASC also claims that docu- 


ments relating to tbe TNT 
takeover were not in a 
locked filing area or locked 
cabinets. 

The ASC added that it had 
no suspicion that anyone 
else from Macquarie Bank 
was involved in any of the 
matters alleged against Mr 
Hannes. 

The abnormally heavy 
options trading was noticed 
at the time of the bid. 
prompting the ASC to seek 
an Injunction over, the funds 
in question, which remains 
in place. 

In a voluntary interview 
with the authorities five 
months ago. Mr Hannes 
indicated that he was acting 
on behalf of an unidentified 
individual who he said was 
involved in an investment 
syndicate with him. 

According to portions of 
the interview made public 
by the ASC, Mr Hannes said 
that he never talked to Mr X 
about Macquarie's work on 
TNT. and that “if he had 
any knowledge of that, it 
wasn’t through me". 


By Michiyo Nakamoto 
in Tokyo 

NEC, one of Japan's leading 
electronics manufacturers, is 
to begin using the internet 
for about 90 per cent of its 
procurement activities worth 
Y2,000bn ($i?.3bn) a year, in 
a move that highlights the 
growing importance of elec- 
tronic commerce in Japan. 

The switch to use of the 
internet for procurement 
activities represents a big 
move by NEC. which cur- 
rently uses the telephone, 
mail and private leased 
lines far procurement-related 
exchanges with its suppliers. 

Japanese companies have 
been slow to make greater 
use of the internet, com- 
pared with those in the US. 
in part because of the slower 
spread of computers in 
offices and the traditional 
importance of personal 
contact in business 
deals. 

However, the use of the 
internet has mushroomed in 
Japan in the past year. The 
Ministry of Posts and Tele- 
communications reported 
recently that cyber busi- 
nesses in Japan aimed at 
consumers grew from about 
Y700m in fiscal 1995 to 
Y28£bn last year. 

The figure does not 
include inter-company trans- 
actions. an area for which 
statistics are not available at 

thp minis try. 

The Japanese market for 
independent cyber busi- 
nesses, which comprises 8 
per cent of world share, is 


second only to the US mar- 
ket. which at Y268.7bn, 
dwarfs all other markets, the 

mini s t r y said. 

Most of these businesses 
were small , individ ually r un 
operations and only 20 per 
cent of those that responded 
to the survey were profit- 
able. while 17 per cent man , 
aged to break even. 

One-fourth' of the busi- 
nesses had headqnarters 
overseas, highlighting the 
potential the internet offers 

Japanese 
companies have 
been slow to use 
the internet 
because of the 
slower spread of 
computers in 
offices and the 
traditional 
importance of 
personal contact 

foreign companies, which 
have often found Japanese 
markets difficult .to . break 
into- .v . 

NEC is developing an 
advanced information sys- 
tem which it wifi use to 
carry out a large part of its 
procurement activities, rang- 
ing from procurement 
notices to, eventually, settle- 
ment on the internet 

The system, which is 


scheduled for completion 
next spring, will be based on 
NEC's own technology and 
will involve 400 of its suppli- 
ers in Japan and overseas', 
the company said. 

It said it had decided to 
begin using the internet 
since it was easier far new 
suppliers to join than its pri- 
vate leased line system, 
which requires specialised 
software. 

The use of tbe internet 
was also expected to cut 
costs of linking with suppli- 
ers on-line. NEC said. 

It has been conducting 
experiments in electronic 
commerce since last autumn 
and decided that in order to 
improve its system, it 
needed actually to use it and 
gain first-hand experience of 
any problems that -might 
arise, the . company 
explained. 

Japanese industry has 
been workin g on the devel-. 
opment of a domestic ver- 
sion of "secure electronic 
transactions” (SET), an 
international industry stan- 
dard designed to safeguard 
electronic commerce. 

Fujitsu, the computer and 
electronics company which • 
is also a leading network ser- 
vices provider, has been: con- 
ducting transactions 
through electronic data 
Interchange with its top 10 
buyers and suppliers. 

Fujitsu expects that next 
year, wh en th e Japanese ver- 
sion of SET becomes avail- 
able, more companies will 
move to electronic com- 
merce in order to cut costs. 


Thailand's central hank revised downward its 1997 
projections for economic growth, export performance and 
current account deficit in a chaotic day which saw only 33 
minutes of trading on the Thai stock market because of a 
computer glitcb. 

The Bank of Thailand said economic- growth this year 
would be 5.9 per cent, export growth 7.2 per cent and the 
current account deficit 6 per cent of GDP, down from 
earlier projections of 7.1 per cent 7.7 per cent and 7.9 per 
cent respectively. Many economists believe the new 
figures are optimistic. 

The bank also said it was changing its method of 
calculating commercial bank lending rates, freeing them 
from their ifak with deposit costs. Banks willbe allowed. ' 
teore discretion in charging different rates to different 
clients. After the announcement Bangkok Bank and Thai 
Farmers Bank cut their prime rates by 25 basis points to 
12.75 per cent WUHmn Barnes. Bangkok 

Progress on HK .aircraft 

Cathay Pacific, Hong Kong’s main airline, should see its 
fleet of Airbus A-339G00B operational and airborne within 
three weeks, Mr Roland, Fairfield, engineering director, 
said yesterday. 

The airline grounded 11 A330300& oh Saturday because 
of problems with their Rolls-Royce Trent 700 engines, 
prompting the cancellation of over 40 flights. Bragonair, 
Hong Kong’s other airline, has also grounded four 
A330-300s fitted with Trent 700 engines. - 

TOe decision to ground the aircraft followed a number . 
of incidents in which pilots shut down an en gine in fli ght 
The latest case came last week when a Dragonair Airbus 
made an emergency- landing in the Philippines en route to 
Malaysia. Cathay said Rolls-Royce engineers had 
presented a modification proposal involving the revision 
of the oil feed arrangement to a bearing in tbe engine 
gearbox. . John Biddmg r Bong Sang 

Burma opposition man jailed 

Burma said yesterday it bad sentenced a member of 
opposition leader Aung San SunKyi’s National League 
for Democracy (NLD) to four years in jail on a charge of 
falsifying documents. Myo Khtn, 39,_NLD secretary for 
Yankin township in Rangoon, was arrested on May 12 and 
charged with fraudulently altering a family registration 
list and citizen registration card, the Burmese 
government said. ' ' . ’.- 

The government statement said Myo Khin’s arrest and 
sentence had nothing to do with. an NLD gathering ‘ . 
planned for today to celebrate the anniversary of the. 
NLD^s landslide victory in the 1990 election which was 
not recognised by the rulfag State Law and Order 
Restoration Council (Slop:). Reuter, Rangoon 


Sino-Singaporean industrial park 
idea starts to lose some of its shine 

Admiration for Singapore model is tempered by reality, says James Harding 

W hen President 
Jiang Zemin met 
Singapore’s prime 
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W hen President 
Jiang Zemin met 
Singapore’s prime 
minister, Mr Goh Chok 
Tong, earlier this month, the 
Chinese leader made a point 
of praising tbe success of tbe 
Cbina-Singapore Industrial 
Park in Suzhou. 

But. he concluded, there 
would be no mare such Sin- 
gaporean parks in China. 

The decision was the first 
official indication that the 
project, which opened three 
years ago in a blaze of gener- 
ous publicity, had perhaps 
lost some of its shine. 

At the 70sqkm site in 
Suzhou, an historic town 
just west of Shanghai, some 
factories have started pro- 
duction and construction Is 
progressing on others, but 
most of tbe area remains a 
wasteland. 

Total investment to date 
has been $2.5bn. substan- 
tially lower than initially 
forecast, and the Singapo- 
rean managers of the park 
have scaled back forecasts of 
investment from Slbn to 
$600m-S700m for 1997. 

Tbe mansgpmpn t company 
Is a 65:35 joint venture 
between a consortium under 
the umbrella of Singapore's 
Economic Development 
Board (EDB). parents of 
other Singaporean town- 
ships operating throughout 
Asia, and a group of Chinese 
companies. It is making a 
loss. 

Revenue from the 89 pro- 
jects that have committed 
themselves to the Suzhou 
park since 1994 has been 
Si8om against total invest- 
ment and working costs of 
about 9290m. Most of tbe 
infrastructure for the first 
8sqkm district is in place, 
but as yet only 3sqkm of 
land has been leased. 

Mr David Lim, chief execu- 



Jlang Zemin (left): praised Cbina-Singapore Industrial Park 
in Suzhou when he met Singapore's premier Goh Chok 
Tong, but said there would be no more such parks in China 


tive of the manag in g com- 
pany. said: “We have not 
published any data on prof- 
its and loss, because we do 
not have a lot to crow 
about . . . but we . are not 
worried. When we got into 
this, we recognised this 
would be a long-term play." 

He forecast profitability 
after at least another three 
years. 

He accepted that enthusi- 
asm may have slipped, but 
largely because the initial 
euphoria was misplaced: 
“When something is new, 
there is a certain halo 
around the idea, but that 
halo means the Idea has not 
really matured. ..We have a 
better understanding of 
China now than we did three 
years ago.” 

When the project was 
launched in 1994. expecta- 
tions were certainly high 
The park was the symbol of 
the special bilateral relation- 
ship between China and 
Singapore and had the bless- 
ing of Singapore's senior 
minister, Mr Lee Kuan Yew. 
as well as support at the 
highest levels in Beijing. 


Such was the Chinese 
enthusiasm that tbe local 
government ceded majority 
control to the Singaporean 
side - the only place in 
China where a foreign gov- 
ernment body has been 
given such a free hand. 

At the time Mr Zhang Xin- 
sheng. mayor of Suzhou, 
explained that Beijing’s sup- 
port reflected its preference 
for the example of Singa- 
pore’s disciplined develop- 
ment to the laissez-faire 
Hong Kong model. 

The Chinese government 
would monitor the success of 
the Industrial township, 
with a view- to replicating 
the formula elsewhere in 
China. Mr zhang said. 

A few years on, Mr Zhang 

- like the Chinese leadership 

- is maintaining that the 
project has had “a successful . 
start", but is realising that 
China -“cannot transplant 
the Singapore experience... 
We have to proceed from our 
own reality." 

Mr Goh says Singapore 
does not want to dilute its 
attention from the Suzhou 
project by opening other 


parks, in China. 

So, what hps changed? In 
part. China's admiration far 
the Singaporean model of 
prosperity and tight social 
control has been tempered 
by reality. More importantly, 
the Singaporeans in Suzhou, 
despite the : : best political 
patronage, have found that 
China is a tough place to do 
business.- . 

Western observers suggest 
today's muted enthusiasm 
for- tbe park, is in part 
national pride. _ 

“Chinese officials are ask- 
ing themselves: what does a 
city state .of not even 3m 
people have to teach China, 
it Is the size of one of -the 
suburbs of Shanghai," said 
one diplomat 

One European diplomat 
said China had scaled back 
its ambitions far the Singa- 
porean. park, simply because 
“the idea of recreating Sing-, 
apore in its entirety has 
come to.Iook very far-fetched 
when you measure, the 
model up against the size of 
.China's problems." 


M r Lim insisted it 
was never the 
Singapore EDB’s 
idea to offer a model “far 
replicaticm, as much as an 
influence”, rejecting the 
notion, that the Suzhou 
park’s, slow progress had 
anything to do with develop- 
ment ideologies. 

Instead, it was simply a 
.story, of the unpredictable 
world of business in China. . 

Last year. Investment fell 
to half the rate expected, as 
only 9500m was ' committed 
against a target of Slbn. This 
was because “the Chinese 
changed the rules”, accord- 
ing to Mr Lim. 

From April 1996, foreign 
companies were suddenly 
required to pay. tax on 


imported capital equipment, 
raising investment costs and 
halting the flow of new com- 
panies coming to the S uzho u 
park far six months. 

. What made things worse 
was that the free trade zone 
J in Pudong. the farmer mud-, 
flats in east Shanghai, ' was 
exempt from the.tax, making- 
a rival park, a far more 
attractive location for invest- 
ment. 

- Hie growth of alternative, 
often cheaper, industrial 
parks, notably a Suzhou 
mun icipal district on the 
opposite side of town, has 
also made life more difficult 
than ejected far the Singa- 
porean park. - 

Nevertheless, those com- 
panies that have set up shop 
in. the China -Singapore 
township swear by it 

“They save you aiot of 
headaches in administration 
and have created a comfort- 
able business .environment,” 
said a representative of Har- 
ris Semiconductor, one of.-' 
more than 20 investors from 
the US. 

“In China, electricity is 
not a given right, but at the 
Suzhou park the Infrastruc- 
ture is reliable:. It gives- a. 
company a.sense of security. 
You know you will be open 
for business tomorrow.” said 
the general manager of 
another US high-tech com- 
pany. 

- Given such praise, Mr Goh 
probably has good reason to 
“think the most difficult 
period is over": 

As he put it to the Singa- 
porean, press: “We have two 
sets of people looking after 
the : baby, one used to 
looking after the baby in the 
Chinese way and the other 
in the Singapore way. And 
we are trying to teach them 
howto handle. the baby in 
the Singapore way." 














'Kin 

S|« 


: 4. - - * • 




. U <»*; 


- * V 4i *:t 



MIN AIN UAL 11MES TUESDAY MAY 2T 1997 



NEWS: INTERNATIONAL 


China may lead world output by 2020 


By Guy de JonquKnes 
In Paris 
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China could 
be ‘ the 
world's big- 
gest economy 
by 3020, with 
about half 
the combined 
annual out- 
put of the economies which 
today make up the industria- 
lised world, according to a 
study by lie Organisation 
for Economic Co-operation 
and Development 
The study says that tf mar- 


ket reforms continue, devel- 
oping countries could raise 
real gross domestic product 
per head 270 per cent by 
2020. Their share of world 
output would rise to 60 per 
cent from 40 per cent in 1995, 
exceeding that of Industria- 
lised nations and making 
them a driving force in the 
world. 

More than a third of world 
. output could be accounted 
for by China Russia, India , 
Indonesia and Brazil in 2020. 
while output per bead in sev- 
eral fast-growing east Asian 
economies and in Argentina 


and Chile could equal or 
exceed the present average 
for the OECD's 29 existing 
members. 

But OECD countries could 
stiB expect to increase their 
GDP per head by 80 per cent 
by 2020. bringing it to double 
the level projected for devel- 
oping economies at that 
time. 

The OECD says that if 
countries continue to press 
ahead with domestic reforms 
and liberalise international 
trade and financial flows the 
unemployment rate in 
Europe could fall to about 


5 per cent by 2020. 

However, the study finds 
some OECD countries show- 
ing signs of a backlash 
against globalisation, which 
is sometimes blamed for 
creating persistent unem- 
ployment, widening income 
inequality and de-industriali- 
sation. 

If governments do not lib- 
eralise and reform further, 
the study says annual 
growth rates in OECD coun- 
tries could fall to about 
2 per cent, from an average 
of almost 3 per cent In the 
past 25 years. Productivity 


would deteriorate and pov- 
erty and eco nomic marginal- 
isation would r emain a big 
problem for many develop- 
ing countries. 

Another OECD study fore- 
casts that more aggressive 
and better coordinated regu- 
latory inform would increase 
GDP in the more heavily reg- 
ulated OECD economies by 
between 3 per cent and 6 per 
cent, while boosting produc- 
tivity. cutting prices and 
stimulating innovation. 

The OECD studies were 
strongly criticised by the 
organisation’s trade union 


advisory committee. Mr Rod- 
ney Bickerstaffe, its head, 
accused the OECD of promo- 
ting “tried, washed-out 
1980s" remedies and said 
the single-minded pursuit 
of globalisation risked 
triggering a popular back- 
lash. 

The unions also called on 
South Korea, the OECD's 
newest member, to amend 
further its controversial 
labour laws to bring them 
fizlly into line with the Inter- 
national Labour Organisa- 
tion's standard for freedom 
of association. 


UK marks out agenda for social policy 



By Wolfgang Mfinchau In Paris 
and Robert Chote in London 

The British government yesterday 
outlined an ambitious agenda for 
social policy at the annual meeting 
of the Organisation for Economic 
Co-operation and Development, 
the Paris-based think-tank for 
industrialised countries. 

Mrs Helen Liddell, economic sec- 
retary to the Treasury, told fellow 
ministers that the UK would put 
skills at the centre of its iwmmujf 
growth strategy. She also under- 
lined Labour’s commitment to 


implementing a wage. 

“The key to {labour market] 
flexibility is not lower standards, 
it is a higher Skilled workforce,” 
she said. 

While the policies are . not in 
themselves new, the strong empha- 
sis on social cohesion and social 
inclusion as a centrepiece of eco- 
nomic strategy marks a radical 
departure from the previous gov- 
ernment’s laissez-faire approach. 

With its emphasis on awls an d 
standards - backed by the commit- 
ment to sign the EC's social chap- 
ter - the UK government is now 


much more closely aligned with its 

European partners and also the 
CHnton administration. 

Mrs Liddell’s comments co- 
incided with publication of the 
OECD’s latest report into the 
implementation of its jobs strat- 
egy. The report hailed the UK 
under the Conservatives as a lead- 
ing example of a country which 
had implemented the jobs strategy 
and enjoyed improved labour mar- 
ket performance as a result. 

The OECD did, however, argue 
that skill improvements and more 
effective labour market policies 


should be an important element of 
the strategy to countries suffering 
rising income inequality, poverty 
and slow real income growth. The 
UK has, until the last couple of 
years, seen one of the biggest 
increases in income inequality of 
any industrial c o untry. 

Continental European countries 
were urged to improve the flexibil- 
ity of their labour and product 
markets. Several were encouraged 
to modify minimum wage schemes 
and to decentralise wage setting. 

The OECD's economic and devel- 
opment review committee also 


called for countries to do more to 
restrain government borrowing, 
although some were also urged to 
implement tax reductions. It 
suggested that countries combin- 
ing low inflation with spare capac- 
ity should continue to use low 
interest rates. 

Mrs Liddell outlined plans for an 
education and training system 
based on the German model: 16- 
year-olds would be offered “a col- 
lege and school-based route, and a 
work-based apprenticeship and 
training rente”. 

Labour rights may change. Page 10 


Mahfoud Nahnah: ‘There Is a double standard at work here’ 


Islamist party 
may pull out 
of Algeria poll 


Israel 
refuses to 
give way 
on homes 


By Mark Huband in Cairo 
and Judy Dempsey 
in Jerusalem 

Mr Benjamin Netanyahu. 
Israel’s prime mi ni ster, is 
unlikely to back away from 
expanding Jewish settle- 
ments in Arab land when he 
meets President Hosni 
Mubarak or Egypt today at 
the Egyptian Red Sea resort 
of Sharm el-Shlekh. 

The summit, initiated by 
Mr Mubarak, is an attempt 
to kick-start the peace pro- 
cess suspended two months 
ago after Israel began build- 
ing the Har Homa Jewish 
settlement in Arab east Jeru- 
salem. 

Mr Mubarak is hoping to 
reach an agreement on Jew- 
ish expansion, but Israeli 
officials yesterday tried to 
damp expectations that any- 
thing substantial would 
come out of the summit. 
They said Israel would nei- 
ther halt nor suspend work 
at Har Homa. 

Mr Netanyahu may 
instead offer Mr Mubarak a 
commitment to build new 
Arab bousing alongside the 
Jewish homes. He may also 
offer to stop confiscating 
Jerusalem residence permits 
for Palestinians who have 



Coup leaders strive for 
control of Sierra Leone 


A Palestinian holds his property deeds yes t erday as he rail** 
for Israeli bulldozers on the West Bank to stop work 


not lived in the city for over 
seven years, and accelerate 
plans to open a port and air- 
port in Gaza. 

Mr Netanyahu has come 
under renewed pressure 
from the Land of Israel 
front, a nationalist group of 
17 Knesset parlramgn fcarfang 
who have threatened to pull 
out of his centre-right coali- 
tion if work on Har Homa is 
halted or suspended. 

"Whether he is using this 
pressure not to make conces- 
sions or whether he really 
believes in Har Homa and 
expanding the settlements is 
hard to say. 

The point is that some 
compromise will have to be 


made by both sides to restart 
the talks," an Israeli foreign 
ministry official said. 

Egyptian officials have 
been hoping, that Israeli pub- 
lic opinion could be stirred 
into opposing the building 
programme. But Israelis 
have continued to be swayed 
by immediate security con- 
cerns rather than long-term 
relations with the Arabs. 

Consequently, the Egyp- 
tian leadership has opted to 
try and diminish Arab- Israeli 
distrust, by continuing to 
talk to Israel. Confidence- 
building, of a kind .which 
can affect Israeli public opin- 
ion, also remains Egypt's 
policy. 


By Antony Goldman 
in Lagos 

Sporadic gunflre.and looting 
continued in the Sierra Leo- 
nean capital, Freetown, yes- 
terday as leaders of Sunday's 
coup against the elected 
civilian government of Presi- 
dent Ahmed Tejan Kabbah 
tried to consolidate their 
hold on power. 

The United Nations, the 
Organisation of African 
Unity and several European 
countries have joined the 
Commonwealth in condemn- 
ing the takeover by the 
Armed Forces Ruling Coun- 
cil (AFRCX 

“The people of Sierra 
Leone will not accept this,'* 
said Mr James Jonah, a close 
associate of President Kab- 
bah and a former under- 
secretary-general at the UN. 
“They -want democracy.” 

However, by last night 
several farmer ministers and 
security officers had surren- 
dered to defence headquar- 
ters at the insistence of the 
coup leaders. 

Mr Kabbah is believed to 
have fled to neighbouring 
Guinea. 

In radio broadcasts yester- 
day, Major Johnny-Paul 
Koromah. the new self- 
declared head of state, said 
the ousted civilian adminis- 
tration had failed to deliver 
either stability or peace to 


the country, which has been 
racked by a brutal and 
debilitating six-year civil 
war. 

■ While elections last Febru- 
ary were widely praised as 
free and fair, the victorious 
Sierra Leone People's party 
had shown itself increas- 
ingly incapable of control- 
ling the army, cementing the 
peace it signed with Revolu- 
tionary United front (RUF) 
rebels last November or of 
promoting economic recov- 
ery in what was already one 
of the most impoverished 
countries in Africa. 

Coup leaders are reported 
to have called on Mr Foday 
Sank oh, the RUF leader, who 
has spent the last two 
months in Nigeria officially 


as a guest of the foreign min- 
istry. to return home and 
Join in government It is not 
clear, however, how free he 
is to do so. 

Nigeria, which also has a 
number of troops based In 
Freetown as part of a bilat- 
eral defence agreement, has 
yet to react officially to the 
coup. 

The rebels say they 
remain committed to a nego- 
tiated solution to Sierra 
Leone's problems, and have 
instructed their troops to 
abide by an grating cease- 
fire until the situation in 
Freetown becomes more 
dear. 

“We want to know who 
these people who have taken 
over are." one official said. 


By Route Khalaf in Algiers 

Mr Mahfoud Nahnah. leader 
of Algeria's largest legal 
Islamist party, yesterday 
threatened to pull out of the 
June 5 legislative elections 
after accusing the govern- 
ment of interfering in the 
campaign. 

Mr Nahnah said his party, 
the Movement far a Peaceful 
Society (MSP), formerly 
known as Hamas, was being 
prevented from holding 
meetings in some constituen- 
cies. He said pro-government 
parties were enjoying the 
support of the administra- 
tion, which facilitates their 
campaigns by giving them 
easy access to government 
buildings. 

“There is a double stan- 
dard at work here, and there 
are abuses." Mr Nahnah 
said. “Our candidates held a 
meeting in a cafe yesterday 
and the owners were later 
questioned by security 
forces. Unless the adminis- 
tration stops interfering, we 
will have to pull out because 
we will not be part of a 
rigged election.” 

The army-backed Algerian 
government Is holding the 
elections in the hope they 
will replace tbe 1991 poll 
cancelled by the army after 
a victory by tbe Islamic Sal- 
vation Front (FIS). With the 
FIS now banned, tbe govern- 
ment has tried to promote 
the MSP as one of the mod- 
erate and acceptable Islamist 
alternatives. 

The new Algerian consti 


tution officially bans parties 
based on religion, but Mr 
Nahnah was simply asked to 
change his party's name. He 
has been accommodating to 
the regime in recent years, 
hoping tbe FIS ban will belp 
him woo former FIS support- 
ers to his party’s r anks 

But worried that Mr Nahn- 
ah's appeal will widen 
beyond the scope desired by 
the government, officials 
have been attacking him in 
recent days, and reminding 
voters he was once responsi- 
ble for sabotaging govern- 
ment property. 

Mr Nahnah said his party 
has lodged as many as 70 
complaints with the indepen- 
dent commission set up to 
monitor tbe the elections 
and with the international 
observer mission already in 
Algiers. “But we have found 
that complaints are not 
taken seriously." he said. 

The Algerian elections are 
taking place in abnormal cir- 
cumstances . in which massa- 
cres of civilians have become 
weekly, sometimes daily, 
events. An estimated 60.000 
people have died in Algeria 
since 199 2. 

The army-backed govern- 
ment has severely narrowed 
the political field. The 
assembly which will emerge 
from the elections has been 
stripped of most powers. 

But the transparency of 
the election and the preced- 
ing campaign are important 
to show the regime is willing 
to allow a limited form of 
political expression. 
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The advent of the Euro will cause headaches in many companies. Currency Lome naans 
and exchange rates may prove to be too much for some applications and wreak havoc 
in accounting. You therefore need a powerful sol u non that will prepare you for tomorrow. 

Multicurrency functional icy and conversion rcols are just rwn of the ways tire 
SAP* R/3" enterprise solution software addresses these issues. And SAP software is 
programmed for the future - with year 2lHX»-conip]unce and Inter net -enabled 
applications paving the way to the nexi millennium. 

After a brief imp Jen lenraaon phase, the R.*5 applications automate virtually jll 
your processes in production, accounong. safes and human resources, integrating 
sour departments mco a single network. This guarantee-, better information, faster 
decisions and improved service. In short: your companv will run like you always 
wanted it to. 

The modular structure of’ R/.1 gives you a solution that i> tailored to your needs, 
and one that can he quickly and easily adapted when requirements change. 

RV3 i* quite simply the perfect solution for companies of all sizes and from all 
sectors of industry. 

Intelligent software solutions that watch out for your bottom line can 

be found on our Web site at http://wwwjap.com. 

Or call yew local SAP of firee Austria (1) 28822 Bafetim (02) T 780S1I Cota republic (02) 6 SI B> oi 
Deomrii (41} 20900 Roalaad (09) 61 33 30 30 Fiance (1) if 7 i « U faraway (0180)53*342* 
6rma (1)9**0242 Hregary (1) 4S783S3 Italy (0 39)687 91 Hethcrlands (0800) 022 SOW 
Nanny (67) 524400 f Wantf (021) 606 0(06 Rosalia (01)11259:7 
RuratafCU. (005) 7 51 78 DO Spain ♦ Portugal (01)4567200 Sweden (08)809680 
SBftarfmf (0 K) 42 71 11 Today (02 16} 3 71 84 *2 UK (01 81) 8 18 2940 







Trade minister says WTO is not forum for discussion of social clause I ‘Obstacle’ Tux news digest 


Labour may modify rights demand 


By Guy cfo Jonqittres 

in Paris 

Britain’s Labour government 
appears to be backing away 
from earlier plan* to press 
for a “social clause" in inter- 
national trade agreements, 
intended to encourage 
respect for core labour 
standards. 

Lord Clinton-Davis, a 
trade minister, said yester- 
day that although the gov- 
ernment was committed to 
eliminating abusive labour 
practices worldwide, efforts 
should focus for the time 
being on discussions In the 
TnfwnwtinpaT ijihn w Organi- 
sation, rather than in the 


World Trade Organisation. 

His statement, at a minis- 
terial meeting of the Organi- 
sation for Economic Cooper- 
ation and Development in 
Pails, is in contrast with the 
enthusiasm expressed by 
several other government 
members for the use of trade 
policy to enforce labour 
rights. 

Mr Robin Cook, the 
Labour foreign secretary, 
Mrs Margaret Beckett, the 
chief trade and industry 
minister, and Ms Clare 
Short, the International 
development minister, have 
all said that they favour the 
idea. A Labour party indus- 
trial policy document, pub- 


lished late last year, called 
for a social clause in trade 


Lord Clinton-Davis said 
Labour’s definitive position 
would be decided after con- 
sultations with other minis- 
ters, the Confederation of 
British Industry [the princi- 
pal employers' lobby group] 
and the Trades Union Con- 
gress. The CBI strongly 
opposes linking trade and 
labour standards, while the 
TUC supports the idea. 

"We think the HO is the 
most appropriate forum at 
this stage,” Lord Clinton- 
Davis said. Although the 
organisation lacked enforce- 
ment powers, any move to 


restart talks on trade and 
labour standards tn the WTO 
would be a "difficult matter" 
for developing countries, he 
said. ' 

However, the government 
might review its position if 
the 1LO proved slow to 
achieve results. 

At their ministerial meet- 
ing in Singapore in Decem- 
ber, WTO members rejected 
a controversial US-led cam- 
paign to raise labour stan- 
dards in the organisation, 
and agreed that further talks 
on the issue should take 
place in the ILO. Many coun- 
tries condemned the US 
demand as protectionist 

Lord Clinton-Davis said 


bis government would -sup- 
port the freetrade principles 
embraced by its Conserva- 
tive predecessor. 

He said it was strongly 
committed to the WTO .arid 
would respect its decisions 
on trade disputes, even if 
they did not agree with UK 
policy. 

He said Britain would 
accept a recent WTO panel 
ruling, which found the 
European Union's banana 
import regime violated world 
trade rules, if it were upheld 
an appeal 

The EU regime discrimi- 
nates in favour of imports 
from former UK colonies in 
the Caribbean. 


Hands-off approach 
urged over mergers 

Mini ster’s decision to overrule Office of Fair 
Trading leads to calls for less political control 


L ast week’s derision by 
Mrs Margaret Beckett, 
rhirf industry minis- 
ter, to refer two acquisitions 
to the Monopolies and Merg- 
ers Commission against the 
advice of the Office of Fair 
Trading has brought 
renewed calls for the politics 
to be taken out of merger 
control 

Critics of Mrs Beckett’s 
move argue that such politi- 
cal involvement increases 
the unpredictability of 
merger regulation. It could 
prompt companies to 
restructure deals so that 
they qualify for scrutiny in 
Brussels, bypassing UK con- 
trol altogether. 

The degree of the 
minister’s discretion over 
referrals to the MMC was the 
subject of mounting 
criticism even before Mrs 
Beckett’s derision to refer 
the acquisition by National 
Express of two privatised 
rail franchises. 

In a call for reform last 
year. Sir Graeme Odgers, 
r-hah-man of the MMC, Said 
the current system “intro- 
duces a political input at too 
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early a stage of the regula- 
tory process”. 

Reducing the political 
involvement would bring the 
UK Into line with other 
countries. 

Mr Nigel Parr, a competi- 
tion partner at Ashnrst Mor- 
ris Crisp, a City of London 
law firm, says that by inter- 
national s tandar ds the UK 
system of merger control 
allows an extraordinary 
degree of political involve- 
ment 

“There are very few other 
si gnifican t Jurisdictions in 
the world where a politician 
has the ability to initiate a 
‘second stage inquiry 1 [car- 


ried out in the UK by the 
MMC],” he says. In most 
other countries, the derision 
is left to the equivalent of 
the UK’s Office of Fair Trad- 
ing, which handles the ini- 
tial investigation. 

In recent years, there has 
been only a handful of occa- 
sions When a mtnlatw baft 
overruled the OFF. In most 
cases, this involved the min- 
ister deciding that an 
inquiry was unnecessary. 

The pressure for reform 
has also focused on the 
degree of political involve- 
ment after the MMC has 
reported. Under the current 

system, tha fthirf Tmn-lgtw |s 

bound by the MMC’s judg- 
ment only if it concludes 
that a merger would not 
operate against the public 
interest, in which case it 
must be cleared. 

In its report this year, the 
Influential Commission on 
Public Policy and British 
Business said the current 
system was too dependent 
an the “predilections of Indi- 
vidual ministers” and on 
“party-political consider- 
ations”. 
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Sir Graeme Odgers: political input occurs too early 


The commission also crit- 
icised the ruling Labour par- 
ty’s plans to change the bur- 
den of proof in merger 
control by introducing a test 
of “positive public interest”. 

The proposal which Is the 
subject of a review under 
Lord Borrie, a forma- three- 
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Headline earnings up by 28,6% 

Headline earnings per share up by 24,8% 
Advances grow by 12,6% 

Headline earnings and dividends per share (cents) ^ 


tor-general of fair trading, 
reflects Labour’s long-held 
view that takeovers are fre- 
quently damaging to the 
economy and should be 
matte more difficult 

Party insiders play down 
suggestions that the new 
government’s approach to 
merger decisions will be 
very different from the for- 
mer Conservative adminis- 
tration’s, which tended. to 
focus on competition "qiSSI- 
< tions rather tha n Issues such 
as jobs. 

If the burden of proof were 
i changed, or merger refer- 
ence policy altered - to 
include non-competition 
issues - Mr Parr believes 
that large companies would 
take steps to avoid having 
deals regulated in London. 

“To avoid increased uncer- 
tainty, businesses could 
restructure transactions to 
fall within the scope of EC 
merger regulation where the 
test is simply whether the 
merger is likely to create a 
position of unrestrained 
market power,” says Mr 
Parr. 

Failing that, companies 
could simply wait until 
March next year, when new 
EC rules will take many 
smaller mergers out of Mrs 
Beckett’s hands anyway. 

David Wighton 


warning 
on open 
border 
exemption 

By Envna Tucker In Brussels 

The Dutch presidency of the 
European Union yesterday 
warned that fundamental 
obstacles would have to be 
overcome before the UK 
could be granted exemptions 
from EU plans for open bor- 
ders and common asylum 
and immigration policies. 

The warning came as Mr 
Jack Straw, the home secre- 
tary, used his first meeting 
in Brussels to reiterate the 
UK’s insistence on retaining 
frontier controls and the 
right of the Westminster 
parliament to control policy, 
on immigration, asylum an| ^ 
visas. 

“We are dear that the UK 

has to main tain Us own bor- 
der controls at ports of 
entry and control of the UK 
parliament over related mat- 
ters which include immigra- 
tion and asylum policy," 
said Mr Straw. 

Britain Is demanding a 
“cast iron legal guarantee” 
which it wants written into 
the revised EU treaty to 
ensure the permanent right 
of tiie UK authorities to run 
their own border policy. 

But with only three weds 
to go until the Amsterdam. .. 
wunrmu, at which the treaty 
is due to be revised, Dutch 
officials said the scale of 
wor k stiff to be completed 
was formidable. 

Officials said they 
believed the UK would 
accept the inco rp or a tion of 
the Schengen (men borders 
agreement into EU law. But 
the British had not yet made- 
clear how they expected 
their opt-out from what 
would become EU poHcy to 
work. 

However, Mr Straw said 
there was a “high degree of 
understanding” among 
Britain's EC partners about 
Britain’s particular situa- 
tion as an i«laml. 

“Border controls . would 
make very little, sense for 
Germany which has a bor- 
der with other countries of 
6,000km, whereas border 
controls for us make every 
sense,” said Mr Straw. 

Although striking a firm 
line on British demands . 
o ver borders, Mr Straw also 
signalled a more co-opera- 
tive approach on justice and 
home affairs, pointing out 
that Britain had a lot to 
learn from its European 
partners. 

"We can learn a lot from 
the Continent in the field of 
organised crime,” he said. 
“There is no one answer to 
how these great plagues on 
democratic countries are to 
be tackled." 

Several conventions were 
signed at the meeting in 
Brussels including an agree- 
ment designed to combat 
corruption involving civil 
servants working for the EU 
or member states. The idea 
is to ensure that corruption 
offences involving civil ser- 
vants is considered an 
offence throughout the EU. 
The measures would also 
cover businesses caught up 
to corruption involving civil 
servants. 


The Loyalist Volimtee'Torc*, a breakaway unlt. of _ _ 

anti-republican paramilitaries, yesterday claimed respon- 
sibility for aboihb which was planted toJDundalka town 
to the Republic of Irdandnear the border with Northern 
Ireland- The derice, was left m an alley on Sunday, and 

was blown tip by frish7)efence Force experts* . • 

“This bomb felled to go. off because of atedndcalprob- . 
lam which lias now been, sarted," the Loyalist Volunteer 
Force said. “Further attacks wiH continue as long as Dub- 
lin interferes to Ulster affairs. Ttese.attaqks. will take the 
form of no-warning bomb attacks as. to D tmda l k ." ... 

Manbrn^oftbefarcearefrastratedbytherefusalorthe 

Combined Loyalist Military Command, an umbrella group 
for established anti-republican paramilitary organisa- - 
tions, to abandon its Jftfcyear ceasefire in the fiace of ; 
at tacks to Bogiandand. Northern Ireland, by repu b l i can 
groups. . 

• Ms Roisto MCAliskey, who is wanted to Germany to 
c onnec tion with an Irish RepubHcafi'Army attack there 
last year, gave birth to a giri yesterday in a London hospi- 
taL There was a police- guard at the Whittington bo^ital 
inEQghgate, where Ms McAliskey arrived three days ago . 
from nearby Holloway Prison, but nomanber of the secu- 
rity services was pres en t a ± the birth.' '■ 

Mb McAliskey*a mother, the former nationalist North- 
em Ireland MP Ms Bernadette Devlin, who -was under- 
stood to have been presenl at the birth, expressed the 
family's gratitudetothehospital “We are overwhelmed ■- 
at the goodness, the *hti , 'the kindness,' tine, professional- . 
inn, and the dignity with which we have aff been treated - 
by tfrte hospital” ****** sa id. Ms McAliskey ■. has been held . 
an remand to Holloway while fi ghting extradition to Ger- 
many to witii fpr\ TRA mor tar bomb attack an 8 

British Army base to Osnahriick. : . 

■ BANK OF BMGLAND 


New committee to meet In Jane 

The first meeting of the Bank of England's hew monetary 
policy committee, given the power to set interest rates, 
will twice place otrJune 5 and 6. The.committee will hold 
two-day meetings every month. Its derisions will be 
arm min atnoon ZocaTtime on the final day of the 
meeting.- The Bank alw rmiwpri t he members of the 
h>t«a-irn > <iwimfttA a to decide rates until the fuff nine-mem- . 
bee panel is appointed. Mr Eddie George, the Bank's gov- 
ernor, wiH chairthe group, which win include the Bank’s 
executive directors, Mr Mervyn King and Mr lan Flendar- 
letth, and Mr Howard Davies, the current deputy gover- 
nor. Richard Adams, London 

Monetary constitution, Page 18 

■ BANKING INDUSTRY 

‘Health too gbod to last’ warning 

The health of the UK banking industry is too good to last, 
the Bank of England has warned to what may be its vale- | 
dietary assessment of the sector before it hands over 
responsibility for hankin g supervision to the Securities 

and Investments Board. 

- Mr Michael Foot, head of the Bank’s supervision and. 
surveillance division, said the health of the banking sys- ' 
term today, to aggregate,-was “truly staggering”. 

“The fact that these people can be earning to some 
cases 30 per cent return on equity is dearly unsustaina- 
ble. Fm not sure where the problems wffl come from, but 
they wffl came.” he warned. 

The Bank is required to present the report to the chan- 
cellor of the exchequer each year under the terms of the 
.1967 Banking Act. But the changes announced last week 
by Mr (Gordon Brown, the new chancellor, will transfer ; 
the responsibility to SIB. George Graham, London 

■ OFFSHORE INDUSTRIES ■ 

Fear over lack of young recruits 

The Offshore Contractors Association says a rapidly ris- 
ing age profile to the af&hore oil and gas industry poses a 
long-term threat to the viability of the sector. 

Few young people are being attracted to the industry in 
spite of growing demand -especially in the operations 
and m aintenance segment of the market, officials of the 
association say. 

The association, whose members include the big fabri- 
cators of North Sea oil and gas platforms as well as spe- 
cialists to operating and maintaining them, says the aver- 
age age of blue collar workers is now between '40 and SO. 

The offshore Industry faces “a real problem if we don’t’ 
attract mare young people", said Mr Syd Fudge, the chair- 
man of the OCA and chief executive of Kvaemer Oil and. 
Gas in Aberdeen. He added that some specialist areas ' 
were already experiencing difficulty to fining positions. ' 

Mr Fudge said a public perception that the offshore oil 
industry was “environmentally unfriendly” was partly to 
blame for the difficulty to attracting young workers nnd 
apprentices - a perception which was untrue, he said. He 
added that public concerns about safety standards off- 
shore were also inaccurate. Robert Corztne, London - 




Track test for Channel rail link 

T l w n r'if^ US troubleshooter positive on 
x charge of the con- p ro j ec ti ons for tunnel scheme 



1997 

1996 

Headline earnings (R million) 

1319 

1 026 

Income attributable to shareholders (R million) 

1319 

1 130 

Earnings per share (cents) 

222,2 

196,1 

Headline earnings per share (cents) 

222,2 

178,0 

Dividends per share (cents) 

72,0 

59,0 

Total assets (R billion) 

135 

115 


"... and we look forward to ongoing real growth in earnings through responsible 
and profitable asset growth and improvements in the ratio of cost to income." 


This information is also available on our website at http://HnnvMbsa.cojp/iff 

AU financial figures tit reflected in Son* African cnmacy. 

F6fa copy of (he Group*} tonal report, which will be pufei&Kd on or before 30 June 1997, cocoa the Group ConmnmicaDons Division. 
AB5A Bank. P 0 Bca 7735. JobanDobnfg. 2000. South Africa. TUepbonc (2711) 350-60G8 Fax (2711) 350-6027 


T he American engineer 
brought to to take 
charge of the con- 
struction of the high-speed 
rail link to the Channel tun- 
nel between England and 
France, Mr John Neerhout, 
expects to see the first com- 
mercial test of the project's 
financial forecasts next 
month. 

That is when the interna- 
tional construction groups 
which are in line to carry 
out work on five tunnelling 
projects put in their bids. 
They will show whether 
Union Railways' own cost- 
ings for the £3bn ($4.9bn) 
project - at 1995 prices and 
excluding financing costs - 
are accurate. 

Mr Neerhout, who experi- 
enced the problems which 
come With large engineering 
contracts during three years 
spent working on the build- 
ing of the Channel tunnel 
itself, is confident that the 
financial projections are 
robust 

They were calculated by 
teams from Union Railways, 
the company responsible for 
designing and building the 
110km link from London to 
the Channel tunnel which 
Mr Neerhout now heads. 

They were reviewed by 
London & Continental Rail- 
ways, the private sector 
grouping which last year 
won the 999-year concession 
to build and operate the link. 
Last week they were scrutin- 
ised by French railway engi- 


Connecting with the coast 
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neers who built the TGV 
high speed lines. 

“When we get the tenders 
in, we will do completely 
new estimates,” says Mr 
Neerhout. “We have had 
some puts and takes but 
have not found any block- 
buster changes in our cost 
calculations up to now.” 

Mr Neerhout started work 
at Union Railways after just 
one week's notice an April & 
Six months earlier, he 
retired from a 30-year career 
with Bechtel the US engi- 
neering group, which is a 
shareholder to ICR. 

But when Mr John Armitt, 
managing director of Union 
Railways, was headhunted 
to become chief executive at 
the Costato construction 
group, Mr Neerhout, who is 


66, was invited to take on 
the Job. The pressure on Mr 
Neerhout and LCR is to 
show the City of London, 
which will be asked to fund 
a £lbn offering of the com- 
pany next year, that the 
prqject is under firm control 


C onstruction groups 
from around ' the 
world have been vet- 
ted to advance and the big 
tu nnelling contracts put out 
to tender as early as possi- 
ble. The tender to extend St 
Pancras station, the London 
terminus, will be brought 
forward to this year. 

But while an these prepa- ' 
rations are aimed at ensur- 
ing a successful flotation, Mr' 
Neerhout has made plain to 
his engineers that they must 


not be diverted fro m their 
true job by fmanrfai consid- 
erations. . 

“I wanted our - people to 
focus on the 5%-year con- 
struction programme and 
not on the finaTn-tei close — 
flotation - in 1998.” he says. 

The reason fen- this dhang n 
of emphasis is Mr Neer- 
hbut*s experiences at Euro- 
tunnel, the company which 
runs the Channel tunnel, 
where he was called fo dur- 
ing 1990 to get the construc- 
tion^- programme back 'ort. 
track. “Eurotunnel was. 
fighting TML — ihe construc- 
tion consortium - oh 
cla ims ,” ha says. -’The bulk 
of the. efforts of the engi- 
neers was concentrated on 
writing claims. letters. 

“As a result, the engineer- 
ing and design work was 
woefully behind.. I told the 
engineers that . I-. would take - 
the ebrirria under my wing: 
This meant the .desigivs got 
done and tile engineers got 
up to Bpeed.” : ' : 

Mr. Neerhout hopes tbafc 
the wrangles vvrfiich dogged 
the- (IhniiVipf. tunnel project' 
will not zesurfeoe orrtheiaEL 
link because he' plans to 
establish a more cooperative 
relationship with fhie chosen 
contractors. '? - 

Contracts win aHow hoth 
sides to .share "in any cost - 
savings - which - result from, 
improvements .in-'perfor- • 
man co V * 

Charles Batchelor 
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Despite improvements on the 
economic front, and progress 
towards monetary union, Spain 
is plagued by political conflict 
David White reports 


Tuesday May 27 1997. 


■- | M National Bowenunent 
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Shadows 
from past 
tarnish 
bright 
prospects 






1996 

Estimate 

1997 

Forecast 

To«GDP.(R>r4 

563.0 

604 A 

Baal GOP (perwth (annual % change) 

2.1 

3.0 

• GOP per head (S3 

14.830 

15.380 

Inflation (annual % change in GP|) 

3.6 

22 

Average hourly earring (annual % change) 

5.5 

4.0 

industrial production (annual 96 change) 

3.3 

3.3 

Unemptoymertt rate f% of woridorca) 

22-2 

21.3 

Money supply. M2 (annual % change) 

4.7 

6.5 

Government aspendhura (% of GDP} 

43.1 

41.6 

Government debt (% of GOP) 

69.5 

69.0 

Cumarfl accotnt balance IS bn/ 

1.4 

1.4 

Merchandise exports (Sbn) 

101.4 

110.1 

Merchandise Imports (ton) 

-117.5 

-126.1 

Trade balance (Sbn) 

-16.1 

•16.0 


A fter just over a year 
under the role of the 
centre-right Popular 
party, Spain is in a contra- 
dictory state. 

Many of the clouds on the 
economic horizon 12 months 
ago have dispersed; the gov- 
ernment, elected by the nar- 
rowest of margins, appears 
stable in the short term; and 
the labour clima te is com- 
paratively serene. But at the 
same time, the acrid and noi- 
some atmosphere that per- 
vaded Spanish politics in the 
closing years of the previous 
Socialist administration has 
wafted bacft, hanging over 
the country like a pestifer- 
ous fog. 

Just as they see their eco- 
nomic prospects brightening, 
the long-suffering Spaniards 
are spectators to an unedify- 
ing spectacle of mutual 
insults and recriminations, 
in a system where parlia- 
ment keeps a low profile and 
where the judiciary suffers 
from a damaged reputation. 
Spain, in short, is doing well, 
but it is not a new Spain. 

Mr Jose Maria Aznar, the 
Popular party's first prime 
minister, at 44 a contempo- 
rary of Britain's Mr Tony 


Blair, had a soft lanrfmg in 
many ways. In pushing 
through, measures to control 
the budget, deregulate and 
privatise, the new govern- 
ment was able to build on 
programmes already under 
way. Economic growth had 
slowed but was poised for a 
recovery, led by stronger 
export markets. 

Mr Aznar’s team went 
through some contortions to 
secure parliamentary back- 
ing from the Catalan and 
Basque parties which previ- 
ously sustained the Social- 
ists in power. It will doubt- 
less face further demands 
from them, but is counting 
on their support at least 
until next year’s entry test 
for the European single cur- 
rency. 

Since last year, Spain has 
been promoted from a “pos- 
sible” to a “probable* candi- 
date for monetary union. 
Except for its jobless rate, 
still running officially at 
more than 21 per cent. 
Spain’s economy Is no longer 
out of step with the rest of 
the European Union. 

Convergence has become a 
virtuous circle. Budget curbs 
have helped bring down 


Main trading partners (share of total trade to world, 1996) 
20 . 1 % | 

14.5% 



Inflation, halved over the 
past year to 1.7 per cent; and 
lower interest rates, tracking 
the inflation trend, have 
lopped costs off the budget 
deficit 

Probably the Aznar gov- 
ernment's biggest feat bas 
been to hold Spain on course 
for Emu without provoking 
social unrest After 13 years 
under the Socialists, the 
country was ready to give 
the new government leeway, 
even if it took unpopular 
steps such as freezing public 
sector pay. 

The government smoothed 
over an incipient clash with 
miners, persuaded militant 
truck drivers to back down 
after a two-week blockade, 
settled with unions on state 
pensions and. most recently, 
provided haniring for new 
hiring-and-firing terms 
agreed between unions and 
employers as a means of 
creating more stable jobs - a 
deal principally aimed at 


young Spaniards. 

Disinflation has proved 
possible without drastic 
damage to growth, which the 
government hopes will reach 
a cruising speed of 3 per cent 
or more a year. Indicators 
for consumer confidence are 
at their best since 1991. 

Ministers are anxious to 
give votes a taste of the tax 
cuts which Mr Aznar prom- 
ised before the election, but 
which have been put off 
until the budget for 1999, the 
year Spain hopes to begin 

■-minting in eUTOS. 

Accession to monetary 
union has takan the dimen- 
sions of a national ambition, 
far outreaching any tangible 
economic benefits. As Mr 
Rodrigo Rato, finance minis- 
ter, put it “For the first time 
in 100 yeas, Spain will be in 
the vanguard of a European 
movement.” 

The decision due next 
spring on Emu membership 
comes at a symbolic time for 


Spain -the centenary of its 
great disaster year of 1898, 
which saw the loss of Cuba 
and the collapse of overseas 
empire. 

Just 20 years after it 
applied to. join the European 
community, Spain now has a 
greater presence in interna- 
tional institutions than ever 
before. Spaniards have 
assembled a collection of 
posts, among them the sec- 
retary-general of Nato, the 
director-general of Unesco, 
the presidents of the Euro- 
pean parliament. Western 
European Union assembly 
and European court of jus- 
tice, and the ElTs envoy to 
the Middle East 
The Nato enlargement 
summit in Madrid in July, 
coinciding with Spain's 
belated integration into the 
alliance's military organisa- 
tion, will be the first big 
international event hosted 
by Mr Aznar. On the world 
stage, Mr Felipe Gonzdlez, 


his predecessor and prime 
minister for Spain's first 
decade in the EU, is a diffi- 
cult act to follow. 

While not as spontaneous 
or as obviously magnetic as 
Mr Gonz&lez, Mr Aznar has 
proved himself to be cool, 
steady and resolute. He 
vowed to bring clean govern- 
ment and shows every sign 
of having meant it. But the 
change of administration has 
brought little sign of the 
broader “regeneration” of 
Spanish institutions which 
he advocated in a book. The 
Second Transition, two years 
ago. 

His comments make Inter- 
esting reading, for example 
on the “unsatisfactory" state 
of Spanish justice, which has 
recently been even more 
mired in controversy: “The 
shortcomings and deficien- 
cies. . . are of such magni- 
tude that it bas become one 
of the problems of our state 
most urgently in need of 


ta ckling ." Or on state-owned 
television, which has 
remained very much under 
the government’s thumb: 
“The model of state broad- 
casting has to be reviewed 
root and branch so that 
political neutrality can be 
guaranteed.” Or on the need 
to “revitalise* parliament, 
and reinstate its role as a 
forum of debate. 

The focus of political con- 
flict has moved outside par- 
liament to a power struggle 
in the media - a television 
battle which, like many bar 
conversations, is based on a 
mixture of politics and foot- 
ball. 

It pits the government and 
its supporters against Prisa. 
Mr Jestis de Polanco's news- 
paper. broadcasting and pub- 
lishing empire, associated 
with the Socialists. Just as 
Mr Polanco’s group was 
launching Spain's Gist digi- 
tal TV venture early this 
year, the government issued 


competition rules requiring 
the use of multi-purpose 
decoders, thereby making 
the new venture’s equipment 
illegal. This was followed by 
a bill obliging it to share its 
rights to broadcast club foot- 
ball matches, which it had 
bought from next season 
onwards. A rival govern- 
ment-backed digital TV proj- 
ect is due to start up in the 
autumn. 

The tussle, further compli- 
cated by a bizarre legal case 
over Mr Polanco's TV 
operations, bas led both 
sides to dig themselves into 
entrenched positions, to the 
extent that newspapers and 
TV channels allied with one 
faction or the other have 
thrown neutrality to the 
winds. Spain has become an 
objectivity-free zone. 

Mr Aznar, who once prom- 
ised solemnly that he would 
put an “independent and 
reputed" figure in charge of 
Cbatinned on Page 2 
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LABOUR REFORM • by David White 

A step in the right direction 



Flashpoint: September 1995: Shipyard workers reacted with violence after the state-owned ship- 
building industry began cutting its workforce. Recent pacts have put off further job cuts 



Source. 1 Mnisa-y nl Econorrni and finance. Syrlhatfc of Eooncxrio t ul c a OP W , October 1995 


Last month’s 
pact, although 
widely welcomed, 
may only be a 
partial solution 

Labour reform has been part 
of the unfinis hed business of 
Spain’s transition to democ- 
racy and its incorporation 
into the European main- 
stream after General Fran- 
co’s death more than two 
decades ago. 

The term is essentially a 
euphemism for making it 
easier and cheaper to sack 
people. The high cost and 
legal red tape attached to 
labour adjustments are one 
of the main complaints of 
companies in Spain, and one 
of the barriers to new invest- 
ment. 

An agreement last month 
between the main employer 
and union federations, their 
first big pact for more than a 
decade, was widely greeted 
as a breakthrough but may 
be at best a partial solution. 

Post-Franco legislation 
brought radical changes In 
Spanish industrial relations 
-collective bargaining, free 
unions, recognition of the 
right to strike - but inter- 
ventionism left its legacy in 
the legal and bureaucratic 
system dealing with redun- 
dancies. 

One thing Spaniards had 
got used to. in exchange for 
the suppression of other 
rights, was job security. 
Despite the steep increase in 
unemployment which has 
accompanied Spain’s mod- 
ernisation, jobs-for-life atti- 
tudes have remained deeply 
ingrained in many sectors. 

The obstacles to redun- 
dancy, far from saving jobs, 
are seen by employers as 
having made it harder for 
companies to avert fuD-scale 
crises. At the same time, by 
obstructing new job cre- 
ation. they are considered 
one of the main reasons 
Spain has had such difficulty 
bringing down its jobless 
rate, which by the official (if 
flawed) measurement stands 
at close to 22 per cent - eas- 
ily the highest in the Euro- 
pean Union. 

“The big difficulty," says 
an executive or a large hotel 
chain, “is deciding to take 


on more people when there 
is a boom." 

Since Fixed-term employ- 
ment was legalised in 1984, 
companies have increasingly 
taken on temporary person- 
nel, resulting in high staff 
turnovers but avoiding sev- 
erance costs. A third of all 
Spanish wage earners are 
now on temporary contracts. 
Of more than 6.6m new work 
contracts signed last year, 
just 4.1 per cent were for 
full-time, indefinite jobs. Of 
the remainder, more than 
half were for periods of six 
months or less. 

Spain has had two 
attempts at changing this 
system. The first, three 
years ago. was undertaken 
by the Socialist government 
at the cost of a confrontation 
with unions, which called a 
one-day general strike in 
protest. Its main change was 
to extend the reasons which 
companies could cite to jus- 
tify redundancies and there- 
fore pay the basic legal com- 
pensation rate - 20 days' pay 
per year worked, up to a 
maximum of 12 months' pay. 

In practice, the change 
had little effect Unable to 
predict how labour courts 
would judge the issue, and 
anxious to avoid long delays 
- with the additional cost of 
retroactive pay - many com- 
panies preferred to pay 
redundant employees at or 
close to the legal rate set for 
unfair dismissals That is, 45 
days per year worked, up to 
a total of 42 months: the 
highest guaranteed deal on 
offer in the EU. 


The incoming centre-right 
administration set out to 
obtain a more effective 
reform, knowing there was 
wide public acceptance that 
some kind of revision was 
necessary, and threatening 
to legislate if unions and 
employers failed to get a 
move on in bilateral talks. 

Negotiations between the 
main UGT and Workers' 
Co mmis sions unions, on the 
one hand, and the CEOE 
employers' organisation and 
its small-company equiva- 
lent Cepyme on the other, 
appeared doomed to fail, and 


came dose to doing so at the 
end of February. 

But. with the unions anx- 
ious for more permanent 
jobs, and employers seeing 
the promise of government 
benefits - in the form of 
lower social security costs 
- if they provided them, the 
two sides finally settled on a 
formula to create a new kind 
of labour contract which 
would limit the liability to 
high redundancy costs. 

This new deal will not 
apply to those already in 
permanent jobs, but to tem- 
porary employees converting 


to indefinite contracts and to 
other groups with particular 
diffi culties on the job mar- 
ket - under -29s, long-term 
unemployed. over-45s and 
the handicapped. 

The cost of terminating 
these contracts without 
proven justification is set at 
33 days per year worked 
instead of 45. up to a total of 
24 months rather than 42. 

At the same time, the 
agreement includes a legal 
change which should make 
the basic 20-day compensa- 
tion rate more widely appli- 
cable. The definition of 
acceptable “economic 
causes’* will in theory now 
cover any measures aimed at 
“overcoming difficulties 
which prevent the proper 
functioning of the company, 
whether for its competitive 
position In the market or far 
meeting demand require- 
ments through a better 
organisation of resources.” 

Business leaders agreed 
with the government that 
this was a significant victory 
for peaceful labour relations, 
coinciding with pacts to 
extend subsidies for Spain's 
coalmines and to put off fur- 
ther job cuts at the state- 
owned shipyards. 

Mr Rodrigo Rato, finance 
minister, said it would 
“transmit the message that 
Spain is open to changes'*. 

But while companies saw 
the agreement as an 
advance, and the new for- 
mula as one which would in 
the long term become stan- 
dard, many wished it could 
have gone further. 

A top compensation level 
of 24 months’ pay, they 
argue, is still among 
Europe's highest. And, 
because there will still be a 
lot of room for judges’ dis- 
cretion, there will stfll be no 
way of knowing for certain 
how much redundancy plans 
will cost. 

“It is good for the coun- 
try's image abroad, and 
maintains tVu» climate of eco- 
nomic optimism." said the 
Madrid-based Circulo de 
Empresarios businessmen's 
association. But it added 
that this was only “a first 
step”. A second-stage change 
would be needed if Spain 
was to create “stable 
employment in competitive 
companies." 


PROFILE 


Loyola de Patocio,’ Caijit 



Robust negotiator 


The ministry of agriculture, 
fisheries and food is a 
wonderfully overstated, 
late 19th-century pile 
facing Madrid’s Atocha 
railway station, gateway to 
southern Spain. 

On top of the building, 
flanking an allegorical 
statue which has something 
to do with science and art 
getting their just rewards, 
are two large winged 
horses cast in bronze. The 
originals were in stone, but 
were removed for fear they 
might fall on people 
approaching the 
colonnaded entrance. 

For a politician, the 
minis try has become a 
notorious booby-trap. 

The farm minister is not 
only prey to vociferous 
regional lobbies but is left 
holding the flag for Spain 

in its trickiest 
confrontations with 
European partners. 

Ms Loyola de Palacio, 
appointed last year in the 
first Aznar cabinet, came to 
the job with little 
knowledge of the sector bat 
promising to “leave my 
skin" if necessary for the 
fanners and fishermen of 
Spain. 

Already known as a 
strong character, with a 
20-year background in the 
conservative Popular party, 
in opposition until last 
year, she has had the 
opportunity to prove her 
abilities as a robust and 
articulate negotiator. 

In Popular party ranks, 
she cuts a distinctive 
figure, her straigh tfo rw a rd 

manner and unaffected 

appearance providing a 
refreshing contrast to the 
more primped and 
lacquered image typical of 
her women colleagues. A 
youthful 46, and single, she 
has never made any bones 
about belonging to the 
political right 

In the late 1970s Ms de 
Palacio was the first 
president of the party's 
youth branch. New 
Generations. Spanish 
newspapers persist in 
linking her to the lay 
Roman Catholic 
organisation Opus Dei, 



De Palacio: once labelled the 
sokfier-nun', she has found 
herself fighting for the future of 
the Spanish oBve groves 

although she has 
repeatedly denied ever 
belonging to it The 
sharp- tongned Mr Alfonso 
Guerra, number two in the 
Socialist party, once 
labelled her “the 
soldier-nan*’. 

Ms de Palado’s post is 
one that tends to posh 
those appointed to it into 
becoming angle-issue 
ministers. She might have 
expected to find herself 
caught in fisheries disputes 
like her unlucky Socialist 
predecessor, Mr Luis 
Atienza, who struggled for 
Spanish fishermen in 
successive wars with the 
French, the Canadians and 
the Moroccans. 

Fishing remains 
sensitive, especially with 
the controversy in the UK 
over “quota-hopping" by 
Spanish boat-owners 
registering under a British 
flag. But the big issue she 
has found herself fighting 
for - and could not have 
predicted when she took 
the job - is the fixture of the 
olive groves that occupy 
vast tracts of rolling 
terr i tory down the tracks 
from Atocha station. 

This is not her home 
ground. Segovia, her 
parliam entary seat, has XIO 
olive trees, “unless maybe 
in somebody's garden.” But 
she senses this is now the 
issue that more than any 
other threatens to affect 


the way people feel about 
the European Union and its 
treatment of Spain. “The 
olive has become a 
symbol," she says. 

Batfle41nes were drawn 
last year when. Mr Franz 
Fischler, the European 
farm commissioner, put 
forward proposals for 
reforming the complex aid 
system for olive ofl, aizaing 
to make it simpler and 
more fraud-proof. 

The five EU countries 
which produce olive oil, 
and between them 
dominate world output, are 
now broadly united in 
oppositi on to the plan, but 
it is Spain that has taken 
by for the most belligerent 
stance. 

"You cant build Europe 
with your back turned to 
the people who are 
affected,” the minister 
says. She argues that the 
proposed change - to a 
system based on hand-outs 
per olive tree rather than 
production of olive off 
- would lead to the neglect 
of many olive plantations 
and a loss of employment 
in a sector reckoned to 
provide work for 300,000 
people for at least part of 
the year. 

A large part of Spain's 
output goes to Italy for 
bottling, or Is marketed 
through Italian-controlled 
companies. “I would like 
more of the sales to be in 
Spanish hands," she says. 

Ms de Palacio has found 
herself championing a 
cause for regions which 
have remained Socialist 
strongholds. 

In Andalncia, the world's 
biggest producing zone, 
with many areas where 
nothing rise can profitably 
be grown, she warns there 
conld be “serious 
disturbances ” if the plan is 
not not changed. 

At El Arahal, east of 
Seville, a local co-operative 
decided to present her with 
a “Golden Olive" award bnt 
got into an unseemly 
argument with the Socialist 
mayor about whether she 
was the right person. 

David White 
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MONETARY UNION » by David White 

Hurdles seem to shrink 
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Spain now seems 
set to meet Emu 
targets - and to 
qualify as a ‘first 
wave' entrant 

It may be an optical illusion, 
but the hurdles in the way of 
Spain's qualifying for Euro- 
pean monetary union seem 
to be getting smaller rather 
than larger as the deadline 
approaches. 

The convergence effort has 
brought Spain into a new 
economic era. with inflation 
and interest rates at low lev- 
els not seen since democracy 
was restored more than 20 
years ago. and the budget 
deficit apparently under con- 
trol at last. 

This would doubtless have 
been a more strenuous and 
contentious process iT it had 
not coincided with a recov- 
ery in the economic cycle. 
Two years ago. shortly after 
the peseta was devalued for 
the last time against other 
currencies in the European 
monetary system, it would 
have been a risky gamble to 
bet on Spain meeting any of 
the criteria under the cur- 
rent timetable. 

Today, the remaining con- 
cerns focus more on the 
Emu decision next spring, 
due to determine which 
countries will join at the out- 
set in 1999. than on the tech- 
nicalities of qualifying. 

On the entry criteria, the 
main remaining doubt is 
bow near Spain will come to 
an overall budget deficit of 
no more than 3 per cent of 
gross domestic product That 
it will be close this year is a 
point on which economic 
forecasters now seem 
agreed. Last year, the new 
centre-right government suc- 
ceeded in meeting the target 
of 4.4 per cent, after putting 
down to the previous year a 
"hole" it discovered in the 


accounts, which meant the 
1995 figure was revised 
upwards from 5.8 to 6.6 per 
cent. To meet the target, it 
made cuts of PtaSOObn in 
this year's budget, a quarter 
of the total coming from a 
widely unpopular freeze on 
public sector pay - a mea- 
sure it will hardly be in a 
position to repeat next year. 

For the time being, the 
government is counting on 
not having to make emer- 
gency spending cuts to hit 
the target, although Mr Rod- 
rigo Rato, the finance minis- 
ter. admits that “there is 
always a Plan B”. Its calcula- 
tions have been made easier 
by the fall in interest rates, 
reducing the expected 
Pta3.400bn burden of debt- 
servicing charges. 

Public debt, which has 
risen steadily as a percent- 
age of GDP since the mid- 
1980s, is clearly above the 60 
per cent target. But. with 
other favoured candidates 
such as Belgium or Ireland 
having higher debt ratios, 
this is not expected to be a 
barrier -as long as the fig- 
ure is proven to have finally 
turned downwards this year. 

On all other counts. Spain 
is within sight of qualifying. 
It now has two years of cur- 
rency stability behind it. 


Long-term interest rates are 
close enough to the lower-in- 
terest countries in the EU. 
And since the beginning of 
the year, falling food prices 
have hauled inflation down 
beyond expectations. 

The 12-month inflation 
rate plummeted to 1.7 per 
cent in April, coming into 
line with the EU average. 
This was less than half the 
level in April last year, and 
down from 32 per cent at 
the end of 1996. 

The bigger potential wor- 
ries are a setback for the 
Emu project overall, or a 
political “fix” which would 
hold back the starting-point 
for Spain and Portugal in 
order not to leave Italy, the 
biggest of the southern Euro- 
pean economies, isolated on 
the outside. 

Although any such pro- 
posal would presumably be 
linked to firm guarantees of 
inclusion in a “second 
wave", it could lead to pun- 
ishment for Spain on the 
financial markets. 

The banking sector, now 
grappling with the task of 
converting Its systems to the 
euro, sees no advantage in 
delay. This Is despite the 
prospect, according to calcu- 
lations by Banco Central 
Hispano. of losing some 


Pta94bn worth of annual 
business because of the sin- 
gle currency, in addition to 
one-off adaptation costs esti- 
mated at almost twice that 
figure. 

“The costs have to be 
home anyway, and bank 
losses will be much greater 
if we stay out," says Mr 
Jorge Hay, a general man- 
ager of the bank, a delay 
would, he admits, give hankw 
an extension period for com- 
mission business such as for- 
eign exchange for European 
tourists. But they would 
eventually lose that busi- 
ness. and in the meantime 
miss out on potential new 
international opportunities. 

Offical promotion plans for 
the euro have fallen behind 
schedule, but Spanish public 
opinion appears broadly sup- 
portive. A recent poll in the 
Barcelona daily La Vanguar- 
dla showed 62 per cent' in 
favour of switching from the 
peseta to the euro, and 22 
per cent against 

According to sociologist 
Mr Amanda de Miguel: “For 
the moment no great enthu- 
siasm has been evident In 
Spain for the hypothetical 
euro, but no hostility 
either." Joining is presumed 
simply to be part of Spain’s 
process of integration with 
Europe, which fa taken as 
being synonymous with 
modernity. As to the impli- 
cations of belonging, there 
has so far been little public 
debate. 

Mr Pedro Fontana, presi- 
dent of Banca Catalana and 
the Barcelona-based Cirfeculo 
de Economia. warned the 
government recently of “the 
fear that exists in the busi- 
ness world" that Spain will 
reach decision-time for the 
euro before tackling some- 
key structural reforms. 

“The risks of the single 
currency lie not in the con- 
vergence process, but in the 
day after, " he warned. 


Shadows from the past tarnish prospects 


Continued from Page 1 
the state broadcasting 
authority, gave the post in 
February to a fellow Popular 
party politician, with a brief 
to improve its finances. Like 
the broadcasting authority, 
the civil service and state- 
controlled enterprises have 
been through a wide-ranging 
purge following the change 
of government 


In their public slanging 
match. Socialist leaders 
accuse the government of 
"abuse of power” and talk of 
"liberties in retreat", and 
Popular party leaders ques- 
tion whether the opposition 
has tbe "legitimacy” or 
“moral authority" to make 
criticisms. Mr Gonz&lez 
hardly helped the atmo- 
sphere by launching an 


attack while on a visit to 
Mexico. 

The increasingly tense 
divide between the camps is 
evident not just in Madrid, 
but Is sometimes even more 
pronounced at local level in 
the provinces -a polarisa- 
tion along the lines of old 
enmities that were thought 
to have been largely over- 
come in Spain’s transition to 


democracy. Rightly or 
wrongly, many people now 
claim to see Shadows from 
Spain's torn past. ' That is 
precisely what Mr Aznar, in 
his efforts to modernise his 
party and model it more in 
the style of Mr Adolfo SuS- 
rez, centrist prime, minister 
in the first years; <rf post- 
Franco democracy, set out to 
avoid. 
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ELECTRICITY INDUSTRY • by David White 


TELECOMMUNICATIONS • by Tom Bums 


Plans are under 
way to move the 
hi^ily-regulated 
sector towards an 
open market 

Spain's power industry, one 
of tile traditional pQlars of 
the economy, is fating what 
one senior executive 
describes as "a very radical 
change." . 

Plans already agreed 
between the government and 
the electricity utilities, 
designed to liberalise a roc- 
tor which has until now 
been highly regulated, are 
scheduled to start coming 
into effect next January. 

The so-called “Electrical 
Protocol", drawn up to meet 
European Union require- 
ments, aims to move Spain 
towards- an open market, 
with a new generation sys- 


ahead Sea change for dinosaur 



ting about. deregulation of C n aj n ’c rtarinnal 
the sector," it said. Above 5 national 

all, it argued, the plan failed CclTOfir iX&$ 

totacHe the corporate struc- emerged as an 

The balance between the international 




which has been based not on 
generators’ actual produc- 


tem based oa competitive tjan costs but on their fiyerf 
bids, in which production is investment costs. Hie gener- 
granted . to the cheapest gen- atom’- share makes up about 


erators. 

The plan is doe to be com- 


60 per cent of final prices, 
with the rest going to trans- 


pie ted over a 10-year transi- . port and distribution and 
cion period and will largely “external costs". The latter 
dismantle an interventionist include a levy to pay for ser- 
structnre which Includes vicing Pta715bn of debt secu- 
flxed prices for electricity ritles, the outcome of a ded- 
distribution and consumer sion 14 years ago to halt 
supplies, fixed purchasing construction of new nuclear 
conditions for gas, and set plants. ‘Trices now are not 
prices and purchase quanta- the product of the market, 
ties for subsidised Spanish but of industrial policy,” say 


coal. 

Construction of new gener- 


Iberdrola managers. 

The changeover to a com- 


ating capacity will be liberal- petltive system, they say. Is 
ised, and so will primary more complex for Spain with 
energy markets, with the its mixture of state-con- 
continuing exception, at trolled and private-sector 
least for the time being; of companies than for coun- 
coaL tries which have unto now 

Consumers will progres- had state power monopolies, 
sively be given the opportu- With, annual turnover -of 
nity to choose between elec- some Pta2,000bn and. 50,000 
tricity suppliers, starting employees, the power utili- 
with 400 big companies ties account for almost 30 
accounting far 30 per cent of per cent of Spanish stock 
total demand. Iberdrola, the market capitalisation, 
largest private-sector utility. The sector consists of one 
reckons it will take six or big state-controlled gen era- 
seven years to establish a tor, Endesa, set up by the 


free market. 

The plan is linked to a 
staggered reduction in elec- 
tricity prices. These have 
already been lowered by 3 
per cent this year and the 


Franco regime in the 1940s 
and due to be fully priva- 
tised by the end of next year 
or 1999; a handful of regional 
utilities in which Endesa 
bolds controlling Interests: 


protocol stipulates farther two large private-sector cam- 
minimum cuts of 2 pa* cent panics. Iberdrola and Uhldn 
next year and 1 per cent in Fenosa; and the smaller 
each of the following three independent Hidrocantfihrlco 


years. According to Mr Josep 
Pique, the industry and 
energy minister, small and 
medium-sized enterprises 


utility in the Asturias 
region. 

Spain has bad to invent its 
own model for the deregu- 


can expect to see their elec- lafjon process, to include 
tricity costs in real terms fall compensation to companies 
by 25-30 per cent over .a five- for their sunk costs. Without 


year period. 

The sector will be weaned 
away from a tariff system 


this, Mr Piquig says, existing 
generators could not with- 
stand new competition. 


Over the 10-year transition 
period, the plan foresees 
total compensation of almost 
Ptal,700bn Part of this is to 
cover coal usage and new 
investments. The rest, about 
Ptal.SOObn, accounts for 
about 45 per cent of “sunk" 
costs. leaving companies to 
recover the remainder in the 
future market 

The principle of the 
reform, says Mr Piqufi, is 
that “anyone can generate 
electricity from now on." 
The one constraint as to 
energy sources, apart from 
environmental consider- 
ations. involves special pro- 
visions to maintain a market 
for Spain's coal industry, on 
political and social grounds. 

The state coal company 
Hunosa- and private compa- 
nies are wholly dependent 
on the electricity generators 
as an outlet The industry is 
set to be run down, but only 
as a gradual process. At the 
moment, according to Mr 
Plqud, “practically no coal 
mining company would be 
able to. compete with 
imported coal." 

Critics of the protocol 
either see it going too far or 
not far enough. The main 
trade unions, on one hand, 
opposed what they described 
as “a simulation of competi- 
tion", saying the plan would 
reduce security of supply, 
hit jobs and possibly raise 
costs in the medium-term. 

On the other hand, the 
National Electric System 
Commission (CSEN), which 
has a consultative role, crit- 
icised the timetable as too. 
slow, and price cuts as too 
modest. The government's, 
approach, through discus- 
sions with the utilities but 
not involving consumers, 
was “not the best way of set- 


different electricity groups 
and the territories they 
occupy has evolved in recent 
years through asset swaps 
and a series of mergers and 
takeovers. Starting with the 
formation of Unidn Fenosa 
15 years ago, these have 
included the creation of Iber- 
drola- in 1991 through the 
merger of two leading pri- 
vate-sector .utilities, and 
Endesa’s controversial 
expaosion throu^ interests 
in distribution companies, 
c ulmina ting late last year in 
a Pta200bn operation to raise 
its stake in Sevfilana. in the 
south, and Fecsa. in the 
north-east 

The CSEN argues that 
Spain’s power sector has 
became highly concentrated, 
with relatively bigger groups 
than their counterparts in 
the US or in England and 
Wales. Endesa and Iberdrola 
between them hold about 60 
per cent of installed generat- 
ing capacity, and Iberdrola 
and Union Fenosa some 50 
per cent of the customer 
market 

The plan obliges Endesa to 
reduce its controlling stake 
in the joint company which 
runs the bigh-tensicm grid. 
Bed Electrics de Espaha, and 
to sell a 7.5 per cent holding 
in Unidn Fenosa. Mr Piqu£ 
also tried to get it to sell two 
northern Spanish interests. 
But he is firmly opposed to 
breaking up Endesa, in 
which part of the state's 67 
per cent holding is due to be 
sold later this year. 

“We believe this is the 
wrong path,” he says. He 
argues that the company, 
since its beginnings heavily 
geared to fuel and coal-based 
generation, starts out with a 
potential handicap in an 
open market which analysts 
expect will to favour hydro- 
electric and gas-based pro- 
ducers. 

Spain's main utilities, he 
says, will need all their 
financial muscle to compete 
with - among others - for- 
eign companies in the Span- 
ish market 

In the competition of the 
future, industry experts fore- 
see a trend towards smaller F 
power stations, using gas or 
Imported coaL And Mr Pique 
says^he arrival on the mar- 
ket sef new generators such 
as gas companies and oil 
refiners “could change the 
power generation panorama 
substantially." 


DIGITAL TELEVISION » by Tom Bums 

New satellite 


sparks a political 


TV proj ect 
ical battle 


Bitter conflict has 
erupted over 
government 
mbves to obstruct 
Prisa TV service 

The arrival of digital 
television has sparked the 
nastiest political battle of Mr 
Jos6 Maria Aznar’s first 
term in office. In the increas- 
ingly ill-tempered row. bis 
centre-right government has 
been accused of turning 
back the dock to the day's 
when General Franco muz- 
zled the media. ■ 

The spat is over an 
attempt by Grupo Prisa -a 
highly profitable conglomer- 
ate whose assets include El 
Pais, the biggest national 
newspaper, and Cadena Ser, 
the most successful domestic 
radio network - to develop a 
satellite TV service. Canal 
Satellite Digital, that within 
two years will offer first divi- 
sion football on a pay-per- 
view basis under an exclu- 
sive deal it signed with top 
grecer clubs at the and of 
last year. 

The launch of the service 
at the beginning of the year 
by Sogecable, a Prisa subsid- 
iary that is part-owned by 
France's Canal Plus, ' has 
been obstructed at every reg- 
ulatory turn by the govern- 
ment. 

The government has ban- 
ned the decoder chosen by 
Sogecable for the reception 
of its satellite channels, and 
it is now attempting to 
severely limit pay -TV foot- 
ball, thus eliminating the 
company’s main selling 
pitch. 

For good measure, the gov- 
ernment has orchestrated 

the creation of a rival digital 
TV service called Via Digital 
that is backed by Telefonica, 
the telecoms gronp, RTVE. 
the state-owned television 
network sod Mexico’s Telev- 
isa and a group. of minority 
shareholders which includes 
the Recoletos media group 


owned by Pearson, publish- 
ers of the FT. 

Via Digital, which made 
its first public presentation 
this month, says it will start 
delivering services in Sep- 
tember using a decoder that 
has government approval 
but has yet to be commer- 
cially tested. It plans to 
broadcast 35 channels but 
there are doubts about Its 
financial viability because it 
lacks the football rights that, 
so for at least, are , exclu- 
sively owned by Sogecable. 

In a development that is in 
theory separate but which 
Prisa . claims is closely linked 
to its satellite venture, 
Sogecable's board of direc- 
tors is being investigated by 
a Madrid judge over allega- 
tions of criminal fraud. This 
was initiated as a private 
prosecution by a controver- 
sial lawyer, by a conserva- 
tive magazine editor and by 
a business journalist for- 
merly employed by El Pais. 

Orders by the judge limit- 
ing the movements of Sogec- 
able's board members, 
including its chairman Mr 
Jesus de Polanco who is also 
chairman of Prisa, have been 
overruled by an appeal 
chamber; “eccentric" is one 
of the kinder epithets lev- 
elled at the judge by the pro- 
Prisa media. 

The investigation is over 
allegations, that Sogecable 
illegally financed a subscrib- 

er-TV service that began 
broadcasting 10 years ago 
with the deposits paid by its 
clients, 

As for as Prisa is con- 
cerned, the regulatory 
moves, the start-up of the 
rival service and what it con- 
siders to be the trumped-up 
charges brought before the 
Madrid court amount to a 
wide-ranging conspiracy that 
seeks to break the media 
group and put Mr de Polanco 
and Mr Juan Luis Cebridn, 
Sogecable’s chief executive 
and the distinguished foun- 
ding editor of El Peis,' in 
prison. 


El Pals, Cadena Ser, the 
radio network, Canal Plus 
Espaha, the TV channel 
which has grown to have 
have some L4m subscribers, 
as well as friendly media 
organs, claim that Prisa is 
being hounded by Mr 
Aznar’s Popular party gov- 
ernment because it supports 
the opposition Socialist 
party. 

The charge is that Mr 
Aznar blames the media 
group’s hostility for losing 
general elections that were 
held in 2993 and for failing to 
gain an overall majority in 
the elections that he won 
last year. 

Since Sogecable's digital 
TV plans began to run into 
difficulties with the centre- 
right party in power, the 
Prisa media has stepped up 
its criticism of Mr Aznar to 
the point of alleging that 
freedom of expression is now 
in jeopardy under his vindic- 
tive government 
Prisa ’s case has been 
forthrightly defended by the 
Socialist party and in partic- 
ular by Mr Felipe GoradJea, 
the opposition leader and 
former prime minister. 

The latest twist concerns 
threats of a jail term alleg- 
edly made by the govern- 
ment’s spokesman against 
Mr Antonio Asensio, a Bar- 
celona media mogul and an 
initial supporter of the gov- 
ernment-backed digital TV 
venture who switched sides 
and secured a keynote agree- 
ment on TV football rights 
with SpgBcable. 

As the controversy 
becomes Increasingly nasty 
- columnists and commenta- 
tors on pro-Aznar newspa- 
pers and radio stations 
charge that Prisa grew in 
the 1980s because it tamed a 
blind eye to Socialist corrup- 
tion and obtained favours 
foam Mr Gomsilez In return 
-Mr Aznar’s government is 
begtnmg to look uncomfort- 
able. : 

This is unfortunate 
because the government's 


case is plausible although it 
is rarely heard above the 
“for" or “against" Prisa din 
of the chattering Classes. 

The government says, 
essentially, that it is merely 
following to the letter 
Spain’s competition law, 
enacted in 1989 under the 
Socialists, which guards 
against the “abuse of a domi- { 
nant position” as well as 
recent EU directives on uni- 
versally compatible decoders 
and on wide public access to 
top sporting events. 

It says it has not so much 
banned Sogecable's decoder, 
which ts used by Canal Plus 
in France, as insisted that it 
use a decoder which would 
be available to all digital 
broadcasters. 

The so far untried decoder 
planned by Via Digital 
apparently meets this condi- 
tion. « 

It also says that digital ser- 
vices should use the same 
satellite “platform” in order 
to allow subscribers to use a 
single aerial or dish and 
enjoy a greater choice of pro- 
grammes. 

The government insists 
that rather than intervening 
to hinder Prisa's business 
plans, it is acting to ensure a 
level playing Geld for compe- 
tition and to prevent the 
start-up of a potential 
monopoly. 

The fact that Canal Sat61- 
ite Digital, the potential 
monopoly, is owned by a 
media group that is unre- 
servedly hostile to the gov- 
ernment has clearly focused 
the minds of the ruling Pop- 
ular party. But the issue is 
real enough. 

Some media analysts 
believe that if the Prisa's 
digital channel were allowed 
to go ahead with exclusive 
pay-TV football, the days of 
media pluralism in Spain 
could be numbered; the sec- 
tor might not survive the 
financial imbalances created 
by such a development and 
media, concentration would 
be inevitable. 


deal-maker 

Telecommunications In 
Spain have undergone a 
greater upheaval than any 
other sector of domestic 
business. 

The industry used to 
express, more than any 
other, the country's inward- 
looking Isolation. But now 
telecoms reflect, better than 
any other sector, Spain's 
ability to engage the global 
economy and to map out 
transatlantic strategies in 
partnership with top interna- 
tional operators. 

Rigorously regulated and 
controlled by the govern- 
ment. TelefOnica’s monopoly 
services kept Spain inanTar 
with remarkably cheap local 
calls and astronomically 
high long-distance charges. 

The national carrier, 
wholly privatised since Feb- 
ruary. is now rapidly reba- 
lancing its tariffs in order to 
compete with a rival opera- 
tor. Retevisidn, that is sched- 
uled to start delivering ser- 
vices in December. 

More importantly, Telefdn- 
ica has emerged as an inter- 
national deal-maker in tbe 
telecoms business and Retev- 
isjdn has brought tbe sec- 
tor's leading carriers into 
tbe Spanish market in a con- 
test that sets the viability of 
its future business on a firm 
footing. 

Teiefdnica punched suc- 
cessfully above its weight 
last month when it broke 
ranks with Unisource, the 
alliance of smaller European 
operators it had formally 
Joined in 1996, to join the 
Concert venture of British 
Telecom and MCI of the US. 
The Spanish company said it 
had entered the peer group 
that best suited its ambi- 
tions and its defection shook 
global telecoms alignments. 

Earlier this month, France 
Telecom, Germany's Man- 
nesmann and Italy’s Stet 
began to prepare competing 
bids to acquire a 60 per cent 
stake in Retevisidn which 
the government intends to 
sell this summer. The group 
purchasing the second opera- 




te rapidly rebalancing its tariffs 


tar will steal a march on 
other carriers entering Spain 
at the end of 1998 when the 
domestic sector is wholly 
deregulated. 

The suitors of both Tele- 
fonica and Retevisidn real- 
ised two key facets about the 
industry’ in Spain: the poten- 
tial of tbe domestic market 
and the even greater growth 
prospects of the Hispanic 
one. 

Telefdnica’s business 
clearly reflects both features. 
It regularly reports 
double-digit growth in reve- 
nues from basic telephony in 
Spain where telephone pene- 
tration and line usage are 
below EU averages. But the 
brightest jewels in its crown 
are the string of Latin Amer- 
ican operators that it con- 
trols through Teiefdnica 
International, Tisa, its inter- 
national division. 

Retevisidn is forecast to 
take a domestic market 
share of some 10 per cent by 
2000, but Telefonica is confi- 
dent that the expansion of 
telecoms in Spain will 
ensure continued earnings 
growth for the group on its 
home turf. The high returns 
from the cellular telephone 
business which was deregu- 
lated in 1995 for both Tele- 
fdnica and for its competitor, 
Airtel, suggest that such pro- 
jections are not misplaced. 

The domestic market far 
basic services alone makes 
Retevisidn on attractive 
property, but Spain’s second 
operator could acquire even 
greater value if the group 


purchasing it uses ftetevi- 
si6n as part of wider strat- 
egy in Latin America. 

Retevisidn's strategic 
potential is certainly high on 
tbe agenda of Stet and of 
Endesa, the dominant 
domestic power group, who 
jointly lead one of the three 
consortia bidding for the 
operator. Endesa is an 
aggressive Investor in Latin 
America and it is an ideal 
partner for the Italian com- 
pany's existing telecoms 
Interests in the area. 

Such a strategy is a leaf 
out of Telefonica's book. 
Spain has become the largest 
European investor in Latin 
America and tbe path Into 
the Hispanic world has been 
mainly forged by Telefonica. 

Through Tisa, the Spanish 
carrier now operates 10m 
lines in the region, compared 
with 16m in Spain, and it 
provides services to more 
than ixq cable television sub- 
scribers and cellular tele- 
phone clients in the region. 

With assets valued at 
some $5bn, Telefonica is the 
biggest foreign telecom 
group in Latin America and 
by 2000 the carrier expects 
Latin America to account for 
50 per cent of its business, 
up from 17 per cent at pres- 
ent 

The key for achieving such 
a target is Telefonica's new 
positioning within the Con- 
cert orbit. The Spanish 
group plunged into tbe BT 
and MCI venture during a 
hectic week of deal-making 
that included the decision by 


Portugal Telecom to choose 
Concert as its International 
strategic partner and a 
share-swap agreement 
between Teiefdnica and tbe 
Portuguese carrier, valued at 
$34lm, that will allow the 
Spanish group to take a 3.5 
stake in Portugal Telecom 
and the latter a l per cent 
stake in Teiefdnica. 

Within the Concert and 
Portugal Telecom frame- 
work, Teiefdnica is well set 
to expand in Brazil and in 
Mexico, two lucrative mar- 
kets undergoing privatisa- 
tion and deregulatioa With 
the bulk of the telecoms 
market in Argentina, Chile 
and Peru already under its 
belt, and other assets else- 
where in Latin America, 
Teiefdnica is anxious to con- 
solidate its presence in the 
continent and to become the 
principal north-south carrier 
in the Americas 
Teiefdnica gained a key 
beachhead in Brazil Late last 
year when it won control of 
CRT. the operator in Rio 
Grande do Sul, and it now 
has a valuable ally in Portu- 
gal Telecom as it prepares to 
bid for other regional carri- 
ers in Brazil. 

The Concert alignment 
has also allowed the Spanish 
operator to break Into 
Mexico, in partnership with 
MCL by taking a 33 per cent 
stake in AvanteL the main 
competitor to Telmex. 

The real value of the Con- 
cert alliance for Telefonica is 
nevertheless the creation of 
Teiefdnica Panamericana 
MCI, a 50-50 joint venture 
which, under Tisa manage- 
ment. will create a Pan 
American fibre optic net- 
work capable of providing 
customers in the Americas 
with integrated communica- 
tion services. Tisa and MCI 
also plan to merge their 
respective businesses in 
Puerto Rico and to jointly 
develop services for the 28m- 
strong Hispanic market in 
the US. 

For a once fiercely pro- 
tected company that was 
looked upon as a dinosaur. 
Teiefdnica has come a very 
long way and Spain's tele- 
coms sector is very far from 
being tbe Jurassic park it 
once was. Nowhere else in 
domestic industry has such 
a sea change taken place. 
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If you've got ah eye for business, 
take a good look at the Basque Country. ^ 


look at the Basque Country, and you'll see profit aplenty. 
Take a close look at a region that is a magnet 
for major Firms and businessmen from all over 
the world who demand excellent working 
conditions and a place where life 
can be lived to the full. 

Take a close look at a highly 
industrialised region that put its 
full backing behind quality and 
innovation as a way of 
improving its competitiveness 
orwinternational markets. 

Take a close look at an area that 
is receptive and open to Europe 
and the world, a region ready for 
new challenges. 

Take a look at the Basque Country. 

it’s a great place to do business. p!(&' 


THE BASQUE 
COUNTRY 


Take a good look and you'll see: 

- Superb communications. 

■ Infrastructures that constantly adapt to 
changing market needs. 

• Leading-edge technology. 

■ A first-class Financial network. 

' Major industrial developments 
in significant sectors like the iron 
and steel industry, capital goods, 
machine-tools, automotive 
components. 

■ A highly-skilled workforce. 

■ Environmental awareness . 

•An administration in close 
contact with the local population 
and the region's entrepreneurs. 

■ A mild climate and magnificent 
countryside providing unbeatable 

: surroundings. 




BASQUE COUNTRY 
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IV SPAIN 



BSbao returns to normal after a triumphant entry by General Franco's nationaEst troops. Political 
polarisation and the dwM war ensued when the repubSc turned its back on the Canovas legacy 


COMMEMORATING 1898 > by Tom Bums 


Prime minister 


sets the stage 


Mr Aznar is 
seeking a 
respectable 
ancestry for his 
Popular party 


One of Mr Jose Marla 
Aznar's lesser-known deci- 
sions is his determination to 
keep abreast with centenary 
events commemorating 1838. 
This was a watershed year 
when Spain lost the rem- 
nants of its empire to rebel 
settlers, aided by US battle- 
ships, just at a time when 
other powers were staking 
their claims to colonies. 

The prime minister’s inter- 
est - “an obsession" accord- 
ing to one official - is odd, in 
part because he is held to be 
a cool-headed pragmatist 
who has little time for such 
ideas but mostly because 
1898 is a year Spaniards 
would rather forget. 

What is most intriguing 
about Mr Aznar’s involve- 
ment in the anniversary is 
that he is reportedly anxious 
to use it as a platform for 
historical revisionism. He 
wants to vindicate a political 
system that was blamed at 
the time for the national 
humiliation of 1898 and has 
had little good said about it 
ever since. 

The Philippines went in 
May that year when Admiral 
Dewey sank the Spanish 
Pacific fleet, and Cuba fol- 
lowed suit in July. Spain’s 
Atlantic fleet was sunk 
- “picked off like pigeons in 
a shoot" according to US 
navy dispatches - for the 
loss of one American vessel 
when the Spaniards sailed 
out to sea from “the pearl of 
the Antilles”, the richest col- 
ony In the world. 

In what Spaniards call the 
year of the desastre, a dark 
mood of introspection took 
grip of Spanish society and 
prompted anguished calls for 
national regeneration. A 
group of gifted intellectuals, 
known as the geruracUm del 
naventa y ocho, the *98 gener- 
ation. concluded that Spain 
had, to all intents and pur- 
poses, ceased to exist as a 
nation. 

The intellectuals 
announced two broad, and 
contradictory, explanations 


for national decadence: 
firstly, Spain's politicians 
had aped foreign nations and 
ignored Spain's own roots: 
and secondly, political gerry- 
mandering and clerical 
obscurantism had denied 
society the benefits of Euro- 
pean progress. 

Either way, the scapegoat 
was a supposedly enlight- 
ened system of alternating 
conservative and liberal gov- 
ernments that been stage- 
managing sham elections for 
more than 20 years, ever 
since a military coup 
stamped out a chaotic repub- 
lican experiment and ush- 
ered in a parliamentary 
monarchy. 

The architect of the 1875 
restoration of the Bourbon 
dynasty was a conservative 
statesman. Antonio Canovas 
del Castillo, who deeply dis- 
trusted the ability of his 
countrymen to govern them- 
selves prudently, and who 
famously remarked that “a 
Spaniard Is someone unable 
to be anything else." 

The '98 generation, led by 
the philosopher Miguel de 
U namuno , and its immediate 
successor, known as the gen- 
eration of 1914 and which 
was led by fellow thinker 
and essayist Jos& Ortega y 
Gasset, witheringly critic- 
ised the petty corruptions 
and pervading cynicism of 
the system that Canovas had 
created. 

The hostility of the intel- 
lectuals fuelled the revolu- 
tionary impatience of work- 
ing-class organisations and 
encouraged the military to 
meddle once more in poli- 
tics. 

Fending off army plots and 
insurrectionary strikes, the 
system staggered on until 
1923 when a dictator. Gen- 
eral Primo de Rivera, b acked 
by the king, Alfonso X1H, 
closed down the discredited 
parliament. 

In 1931, Unamuno and 
Ortega, who had become the 
monarchy’s foremost critics, 
were both elected to the 
reopened parliament when a 
republic was proclaimed and 
Alfonso was exiled. 

The republic turned its 
back on the Canovas legacy. 
What Spain got was political 
polarisation, a horrific civil 
war (1936-39) and another 
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BILBAO • by David White 


A new face to the world 


The museum is _ 
the centrepiece of 
a $1.5bn facelift 
and a symbol of 
Basque power 


AP 


dictator in the form of Gen- 
eral Franco who was to rule 
until his death in 1975. Fran- 
co's chosen successor, Alfon- 
so’s grandson Juan Carlos, 
restored democracy as well 
as the monarchy. 

Mr Aznar’s sally into his- 
torical revisionism, as he 
ponders over the past 100 
years of Spanish history, 
concludes that the *38 gener- 
ation excessively scorned the 
politics of late 19th century. 

Its diatribes snuffed out 
the possibility of an evolu- 
tionary democracy - and pol- 
itics, as a result, would lurch 
between military dictators 
and left-wing republican 
experiments. 

There was much that was 
worthwhile about Canovas’s 
system for it left a moderni- 
sing stamp on Spain with a 
stream of parliamentary acts 
that overhauled the civil ser- 
vice, local administrations 
and the legal system «nH ini- 
tiated social legislation. 

Its venalities were no 
worse than those that had 
existed elsewhere, such as 
the “rotten boroughs” erf 1 Vic- 
torian Britain. 

Most important of all. the 
system could have perfected 
itself had not the intellectu- 
als criticised it so effectively 
in the wake of el desastre. 

This point is eloquently 
argued in a recent book. La 
Ltbertad Trmcionada, (Free- 
dom betrayed) by a Mr Jos6 
Maria Marco, a young aca- 
demic who takes a highly 
critical look at what he calls 
the rhetorical irresponsibil- 
ity of the *98 intellectuals. 

By vindicating the 
liberal-conservatives of 100 
years ago. Mr Aznar is 
hoping to set the stage for 
next year’s commemoration 
in a way that serves his 
political purposes; he is 
clearly seeking a respectable 
ancestry for his centre-right 
Popular party that will 
dissociate it from the 
authoritarianism of the 
Franco period. 

Mr Marco’s polemical book 
is the first of several that 
will be published on the 
theme of 1S98. It has already 
received the prime 
minister's approval 

He took the unusual step 
last week of attending its 
launch party. 


The Flower, the Fish, the 
Boot, the Nemo: these are 
some of the nicknames given 
to various parts of the new 
Guggenheim museum, now 
virtually completed on Bil- 
bao's formerly Industrial riv- 
erside. 

As much a sculpture as an 
exhibition site, the museum 
seems to have captured the 
imagination and affection of 
bUJxdnos, who have watched 
it going up far the past 314 
years. 

With its sweeping curves 
and prows and shiny tita- 
nium covering, this show- 
piece of California-based 
architect Frank Gehry 
stands as the emblem of Bil- 
bao's regeneration; its new 
face to the world. 

Bilbao, the entry point for 
heavy industry into Spain 
100 years ago, and up to the 
1970s still the wealthiest part 
of the country, has suffered 
the long and painful decline 
of its traditional activi- 
ties - the steel and ships 
evoked in Gehry*s design 
- and the effects of a 20-year 
terrorist campaign in the 
Basque region. 

A city which has pockets 
of 35 per cent unemploy- 
ment, which has grown 
used to seeing riot police, it 
is hardly known as a centre 
of the leisure industry, 
except perhaps by merchant 

Mampn 

The museum is the centre- 
piece of a $1.5bn facelift 
which will also include, from 
next year, a new congress 
and music centre on an old 
shipyard site, and a new 
bridge by architect Santiago 
Calatrava. 

A Norman Foster-designed 
underground railway is 
already in operation, its sea- 
shell-like entrances known 
asfosteritos. 

Across the river from the 
Deusto Jesuit university, the 
Guggenheim Museum Bilbao 
is the product of the com- 
bined ambitions of the Solo- 
mon R. Guggenheim Foun- 
dation - which has set out to 



Bilbao: new cuRuraf facifittes are aimed at puffing the etty on the tourist map 


widen Its international pres- 
ence, in addition to the exist- 
ing Peggy Guggenheim Col- 
lection in Venice - and local 
authorities. 

It is also a symbol of 
Basque financial autonomy, 
a Pta20bn public investment 
made without recourse to 
central government funds 
from Madrid. 

The money comes from 
the province of Vizcaya - the 
special Basque fiscal system 
means taxpayers pay their 
tax to provincial authorities 
rather than to Madrid - and 
the Basque regional govern- 
ment. 

The land, formerly occu- 
pied by warehouses and a 
factory, was presented by 
the Bilbao municipality. 

The aim is to maka this 
Spain’s prime modern art 
centre, and one of the best in 
Europe. The building is due 
to be finished at the and of 

thia month and inaug urated 
a little later than planned, 
on Octobers 

To mark the event, organ- 
isers sought to borrow Pic- 
asso’s vast Guernica paint- 
ing, seeing “a historic 
opportunity” to bring to the 
Basque country for the first 



- years, of a permanent collec- 
tion of 20 th century art. 
More - than . Ptai.7bn has 
already been gpent.- 

Sited between a railway 
line, which is due to be pul- 
led up next year, and the 
river Nervibn, and exte n d i ng 
underneath a congested sus- 
pension bridge, the museum 
is the focus of plans to rein- 
state the river as the back-; 
bone -of the city. •. 

Urban redevelopment of 
greater Bilbao, with a popu- 
lation dose to lm and 145ha 
of industrialruins, is backed 
by a lobby, group, Bilbao 
Metnbpoii4Xl with more than 
120 institutions and compa- 


nies. 

The historic centre, on the 
has been fully 


Guggenhakn museum: sculpture and exhibition site . raw on*/ me* 


time a work of great emo- 
tional Kignifiramra inspired 
by the destruction of the 
town of Guernica by German 
bombers during the Spanish 
Civil War 60 years ago. 


PRIVATISATION • by Tom Bums 


Receipts swamp 
public coffers 


Funds and 
individuals have 
switched to 
equity 
investments 


Never has so much been 
privatised in Spain in such a 
short space of time. But 
what is less dear is whether 
the paring down of the pub- 
lic sector under the incom- 
ing Popular party has cre- 
ated a more competitive, 
transparent and consumer- 
friendly domestic economy. 

It is estimated that privati- 
sation receipts will total 
some Ptal,600bn this year 
- four times more than Mr 
Jos6 Maria Aznar's centre- 
right government had writ- 
ten in to its 1997 budget, and 
more than the Ptal,500bn 
realised during the 14 years 
of Socialist party govern- 
ment between 1982 and 1986. 

Critics of the sell-off are to 
be found not only among 
trade unionists and on the 
left of the political spectrum: 
free-market liberals are also 
unhappy about the privatisa- 
tion process. 

Although the liberals wel- 
come Mr Aznar’s Thatch- 
erite enthusiasm for 
“people’s capitalism”, they 
worry that that the govern- 
ment is more interested in 
the mounting pile of cash 
realised by the disposals 
than in stimulating competi- 
tion. 

Receipts totalling Pta607bn 
□owed in from the February 
sale of the remaining 21 per 
cent of state-owned equity in 
Telefdnica, the hugely profit- 
able telecoms operator. They 
will swamp the public cof- 
fers again after the summer 
when the government plans 
to offer to the markets half 
the 66 per cent stake it owns 
in the no less profitable 
power group Endesa. This 
disposal will be worth 
upwards of Pta750bn. 

The most encouraging fea- 
ture of the privatisation pro- 
cess is that it has nimbly 
accompanied a big shift in 
the investment preferences 
of domestic household 
savings. As a restrictive 1997 
budget reduced borrowing 
requirements and falling 
inflation pegged down inter- 
est rates, funds and individu- 


als switched from fixed 
income to equity invest- 
ments. 

The government fuelled 
the change by rushing 
through decree laws that 
reduced capital gains taxes 
on equity windfalls and by 
introducing measures that 
encouraged investors to pick 
and choose among funds. 

The Telefdnica issue, 
which was strongly weighted 
towards the domestic retail 
market, was a particularly 
successful example of the 
government’s wider and 
deeper share ownership pol- 
icy. One in five Spanish 
households reportedly 
applied for shares in the tele- 
coms operator and the com- 
pany more than doubled its 
equity base to embrace some 
l.4m shareholders. 

There was similar small 
investor excitement during 
the April sale of the remain- 
ing 10 per cent of state- 
owned equity in the Repsol 
oil gas and chemicals group 
- the domestic retail tranche 
of this issue was more than 
40 times oversub- 
scribed - and everything 
suggests that, come October, 
there will also be a stampede 
to buy Endesa stock. 

A less encouraging conse- 
quence of the disposals Is a 
certain lack of transparency 
that could have accompanied 
the privatisation process. 
This is because the issues 
have been led and under- 
written by big domestic 
bank groups which are also 
main shareholders of the 
companies whose govern- 
ment-held stock Is being 
offered to the markets. 

The problem of potentially 
conflicting interests is inevi- 
table in economies such as 
Spain's where financial insti- 
tutions offering a range of 
banking services are also 
leading industrial investors. 
By increasing the muscle erf 
the big banks, the disposals 
could well have increased 
the complexity of the prob- 
lem. 

The chief liberal complaint 
is that there has been too 
much talk about “people’s 
capitalism” and not enough 
about effective deregulation 
to ensure fair competition. 
The concern was justified in 
the telecoms sector where 
the government found itself 


trapped in a Catch-22 situa- 
tion. The • privatisation of 
Telefonica was followed by 
the launch of Retevisidn, the 
state-owned television sig- 
nals transmitter which has 
been reinvented as a second 
telecoms operator. The gov- 
ernment discovered to its 
chagrin that policies 
designed to bolster the new 
operator inevitably penalised 
the profitability of the 
national operator that had 
so recently soaked up a 
swathe of household savings. 

Attempts by the govern- 
ment to fix a low inter-con- 
nection fee (the price that 
Retevisidn will have to pay 
Telefonica for hooking up to 
its lines) in order to kick- 
start Retevision’s business 
were greeted by howls of 
protest from the longstand- 
ing monopoly provider of 
telecom services. 

The government struck 
what it claimed was an even- 
handed inter-connection deal 
that priced the access fee 
lower than Telefdnica had 
wanted, but not as low as 
groups bidding for Retevi- 
sidn had hoped for. Retevi- 
sidn will be sold before the 
summer and will begin to 
deliver services before the 
end of the year. 

Time will tell whether the 
second operator can flourish 
under the long shadow of 
the dominant telecoms 
group. If it succeeds in doing 
so, consumers may not nec- 
essarily be better off, the two 
companies will simply share 
the market as a duopoly. 

The government’s hesi- 
tancy over meaningful 
deregulation is also sharply 
illustrated by its approach to 
the privatisation of Endesa 
which accounts for nearly 50 
per cent of domestic electric- 
ity generation and distribu- 
tion. It has ignored calls to 
have Endesa broken up in 
order to stimulate competi- 
tion in the industry because 
it is more interested in 
increasing the company’s 
share. 

Endesa has In the event 
become even more powerful 
At the end of last year it 
increased its share h olding in 
two regional power groups 
and earlier this month it 
emerged as the joint leader 
of a consortium pr ep aring a 
bid for Re te vision. 


The painting , moved from 
the US to Spain in 19SU now 
hangs , in Madrid’s Refna 
Sofia modem art museum, 
where experts this month 
dictated that the canvas' was 
in no state to travel. The 
decision was widely seen, in 
Bilbao as smacking of jeal- 
ousy. 

Under a 75-year deal' the', 
museum will receive art 
works on loan from the Gug- 
genheim New York muse- 
ums, which have capacity to 
show only about 5 per cent 
of the total Guggenheim col- 
lection. 

With more space than the 
original Frank Lloyd Wright 
building in New York, the 
Bilbao museum will be able 
to‘ display the whole collec- 
tion in a 20-year cycle, say 
officials. 

In addition, Pta6bn of the 
total investment is set aside 
for the purchase, over four 


righ t bank, 
restored after severe flood 
. damage in 1983. A rehabilita- 
tion. plan is . under way for 
the run-down district known 
as Old Bilbao on the other 
side of the river, also part of 
the original city founded in 
1300, but in recent times bet- 
ter known for prostitution 
and drugs. 

Regaining the riverside for 
Bilbao is the equivalent of 
Barcelona regaining its sea- 
front in the transformation 
it underwent for the 1992 
Summer Olympics. And] as 
it happens. Bilbao town hall 
i6 also nurturing Olympic 
ambitidDsf tBinldpg. of enter- 
ing a bid for 2012. 

The new cultural facilities 
are aimed at putting Bilbao 
on the tourist map. The 
number of visitors to the 
Guggenheim is expected to 
reach 500,000 a year by 2000, 
Including a large proportion 
from abroad. 

With a vibrant quality of 
life that belies its workaday ., 
reputation, Bilbao is only a 
short hop from France. But 
the green Michelin guide, 
gives it just one page, with 
not even a “mdrite un 
detour.” 
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TECHNOLOGY 


As pressures increase for speedier reductions in vehicle pollution, Leyla Boulton reports on options for achieving this goal 


N 


fchotas Absyn, a jour- 
nalist turned fuel cell 
entrepreneur, believes 
the world is on the 
brink of a transport revolution 
akin to the c ax superseding 
horse-drawn, vehicles. 

Abson has a deep-seated inter- 
est in promoting this view. He is 
looking for industrial partners 
with which to manufacture 
vehicles powered by fuel cells. 
The cells are made by Zevco, his 
Belgium-based start-up company. 

By generating energy from the 
reaction between hydrogen and 
oxygen, fuel cells could greatly 
help in freeing cities of air pollu- 
tion. proponents cl aim . Road 
transport is the biggest single 
cause of urban air pollution and 
a sig ni ficant contributor to car- 
bon dioxide emissions linked to 
climate change. 

"In 1900 you spent half the time 
looking after the horse, when 
along comes the car, M says 
Abson. "Ail of a sudden, you 
don't need straw or hay, you just 
get a canister of gasoline from 
the drugstore. The same sort of 
stejxftange will come from the 
fuel celL” 

But the most important ques- 
tion affecting this and other new 
technologies designed to tackle 
air pollution is bow far govern- 
ments can speed the pace of 
change. Environmental groups 
fear that powerful established 
industries have a vested interest 
in slowing progress. 

Abson 's enthusiasm for fiiel 
cell technology is shared by 
Daimler-Benz, the German indus- 
trial group that makes Mercedes 
cars, trucks and buses. Last 
month it paid DM250m f£90m) for 
a 25 per cent stake in Ballard, a 
Canadian fuel cell company. Yes- 
terday it unveiled a prototype for 
a fuel cell bus. 

“The fuel cell is on its way and 
we want to be the first on the 
bandwagon.” says Daimler-Benz. 
“We do not think that air pollu- 
tion will be a problem for much 
longer, even with the combustion 
engine . . . but the fuel cell has 
other advantages. Its efficiency is 
much higher and it is absolutely 
quiet, too." 

But the world's leading manu- 
facturer of luxury cars and the 
lone entrepreneur have sharply 
differing views on how quickly 
this solution can become reality. 

Daimler-Benz believes it will 
take “years” to achieve its goal of 
becoming the first mass-producer 
of a fuel cell powered car because 
of the time required to reduce the 
costs of fuel cell systems and to 
test prototypes. 

Abson, who displayed a proto- 


Gear change on car emissions 


type for a fuel cell powered bus 
in central London last month. Is 
already discussing with Robert 
Wright, a bus manufacturer in 
Ballymena, Northern Ireland, the 
possibility of mass-producing a 
fuel cell bus izz two years' time. 

Yet Zevco plans within a year 
to turn out fuel cells from its 
plant at GeeL with a total capac- 
ity of L500kW - or enough to- 
power 100 London taxis - for 
demonstration purposes, rising in 
three years to OO.OOOkW a year- 

Abson says he can achieve thin 
early result by combining his 
ftiel cells - based on proprietary 
technology he acquired from the 
Belgian nuclear research estab- 
lishment for £100,000 - with bat- 
teries to provide peak power for 
quick acceleration. 

Daimler-Benz, however, wants 
to build a fuel cell vehicle that 
dispenses with the battery. It Is 
looking for a way to turn hydro- 
gen into a liquid form to power 
such vehicles. 

But Abson claims big compa- 
nies have more than just techni- 
cal reasons far being slower off 
the mark with fuel cells than he 
hopes to be. “The big manufac- 
turers cannot enter the market so 
soon because the critical mass 
required for their technology 
would require them to make mil- 
lions of units,'' be says. 

“The other problem is they 
don't want to. because that 
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London Transport Museum 

Infernal combustion: fuel cell powered vehicles could be as radically new as the first horseless carriages, say i 


would show the public it could 
have the technology sooner. 
What would companies then do 
with their gristing plant to build 
internal combustion engine 
cars7" 

These suspicions are shared by 
environmental groups such as 
Greenpeace! 




W ithout benefit of human 
eyes, bands or reflexes, 
two Honda Accord bars 
will this summer cruise a stretch 
of Californian freeway. Driving 
100m apart, they will 
independently detect and avoid 
an obstacle placed in their path. 

The cars will move towards 
each other, each informed by a 
laser range-finder, three 
computer-linked video cameras, 
and magnetometers which 'read' 
signals relating to road 
conditions and direction from 
devices buried in the road 
surface. 

When the cars come within 
20m of each other, a wireless 
local area network will initiate 
communications between their 
control computers, keeping them 
cruising and maintaining their 
distance and speed, in a driving 
environment free of Its greatest 
risk - human error. 

Hie project, a joint venture 
between the University of 


But pressure for change is com- 
ing from state authorities in the 
US such as California, a pioneer 
in trying to speed the pace of 
technical change by requiring 
“zero emission " vehicles to 
account for 10 per cent of cars 
sold in the state by 2003. 

In the UK, the House of Lords 


select committee on science and 
technology has urged the govern- 
ment to initiate a national fuel 
cell demonstration project with a 
UK-based vehicle manufacturer. 

Most western governments are 
trying to promote intermediate 
technologies to reduce emissions 
significantly until they can be 


eliminated. Negotiations have 
begun In the European Union to 
agree new environmental stan- 
dards for car exhaust emissions 
and fuels, in a two-stage pro- 
gramme based on deadlines In 
2000 and 2005. 

. A central issue here, as with 
fuel cells, is how far the speed of 
change can be increased by regu- 
latory and financial pressures 
from governments. 

The talks, however, have 
prompted a three-way dispute 
between carmakers, the petro- 
leum industry and EU institu- 
tions over for the 15-natton 
bloc to adopt quickly Swedish- 
and Finnisb-style standards for 
low-sulphur diesel. 

Johnson Matthey, the world’s 
biggest producer of catalytic con- 
verters, says Iow-sulpbur fuel is 
vital for the proper functioning of 
new traps it has developed to 
remove 95 per cent of particu- 
lates emitted by diesel engines. It 
is closely aligned with the car- 
makers. which feel that the oil 
industry should be made to carry 
a bigger share of the burden of 
the European Commission's 
“auto-oil" proposals. 

The European Parliament has 
demanded that the Commission 
toughen its proposals to allow 
member states to provide finan- 
cial incentives for Iow-suJphur 
fuels from 2000, with a view to 

making them mandatory by 2005. 


Intelligent way to drive 


California, Berkeley, and Honda, 
the Japanese carmaker, is a 
high-profile example of the 
private-public partnerships 
which federal and state 
governments in the US hope will 
underpin their efforts to install 
intelligent transportation 
systems (ITS) nationwide. 

Automated highway systems, 
such as the Berkeley-Honda 
project which starts 
road-condition tests in August, 
are the showpieces of 
federally-sponsored Integrated 
programmes in four regions of 
the US. 

Attention is focused on 
southern California's “priority 
corridor” between San Diego and 
Los Angeles because of Its 
congestion, its importance as a 
conduit for trade, the state's rich 
high-technology resources and 


its success in traffic 
management. 

Los Angeles' and southern 
California's reputation as the 
gridlock centre of the world, is 
one of the most enduring myths 
to fog the region's reputation. 

Traffic jams are frequent, as in 
any heavily populated area, but 
dead-stops are comparatively 
rare. The westward leg of Los 
Angeles' Santa Monica Freeway, 
for example, is reputedly the 
busiest road in the US. But even 
before the latest installations In 
its complex ITS management 
programme, the 350,000 vehicles 
a day which travelled the 17-mile 
stretch managed an enviable 
average speed of 80mph. 

Last autumn saw the 
completion of the first phase of 
the Santa Monica Smart 
Corridor, an integrated system 


based on sensors, closed-circuit 
surveillance cameras, 
computerised traffic lights and 
on-ramp meters which govern 
the rate at which vehicles join 
the freeway flow. 

At times of congestion, traffic 
can be diverted from the freeway 
and its approaches to five 
parallel streets where the 
phasing of traffic lights is 
automatically adjusted to allow 
for changes in volume. 

Two roadside radio stations, 
which receive data updated 
every minute from radio and 
television stations and a web 
site, provide travellers with 
supplementary information. 

Preliminary studies, which are 
being checked against real-time 
experience, predicted an increase 
of up to 5mph in average speeds 
and a 12 per cent decrease in the 


The parliament has used a 
report prepared for the Finnish 
and Swedish governments by 
Arthur D Little, the management 
consultancy, to attack the Com- 
mission proposals. The report 
says the costs to refiners of 
switching to low-sulphur diesel 
could be cut by 55 per cent by 
2005 from the level it had proj- 
ected for 2000. 

But Michel Flohic, deputy 
director-general of Europia. the 
EU oil industry lobby group, 
argues that the environmental 
benefits of the move are 
unproven against an estimated 
cost of Ecu30bn (£ 20 . 88 bo) of con- 
verting EU refining capacity. 

The Commission hopes to get 
its proposals for fuel quality and 
emission standards for 2000 
agreed by European environment 
ministers as early as possible. 
But the road towards proposals 
being adopted is fraught with dif- 
ficulty. with Johnson Matthey 
warning that early agreement on 
2005 standards is necessary to 
give industry sufficient time to 
adapt its products. 

How long wall it take fuel cells 
to replace the internal combus- 
tion engine:' Johnson Matthey, 
which is also sole supplier of 
electrodes to Ballard for the man- 
ufacture of fuel cells, is not pre- 
pared to venture a public guess. 
It believes that fuel cells are 
unlikely to lead to a displace- 
ment of combustion engine 
vehicle manufacturing for at 
least a decade. It sees a market 
for low-sulphur fuels for at least 
“10 to 15 years after 2005". 


average time taken to pass 
through the corridor. 

Much can be achieved with 
existing technologies and there 
is a great deal in the pipeline, 
but the biggest burdle is the cost 
of developing, installing and 
putting together the experiences 
and benefits of such experiments 
into a statewide ITS. 

Only 10 per cent of the &48m 
(£29. 6m) spent on the Santa 
Monica project has come from 
the private sector. The task now 
is to identify the benefits to 
travellers and taxi, truck and 
bus companies, and put them 
into marketable services. 

Without the motivation of 
profits, the private sector will 
remain reluctant to join the ITS 
revolution. And without private 
investment, the revolution - 
estimated to cost the nation 
S425bn over the next 20 years - 
could be a long time coming. 

Christopher Parkes 


BUSINESS OPPORTUNITIES 


BUSINESSES FOR SALE 



«c PERSONAL 
NUMBER COMPArc 



TALKING 


Personal Numbers are now big news in the US and 
UK. And for less than a £550 set up cost, you too 
could cash in on the big money as an Authorised 
Consultant, with at least 30 leads per month. So to 
get your share of the 07000 and 07074 Personal 
Number market, call now on 07000 654321 . 
Before someone else does. 


Channel. Islands 

Put Oflshoro Incorpo r ation 4 
Admiraevatum. 

rust EaabfchfnefO. PayroS Systems I 
BanJong FscrfWw 
lot Ex-Pamams. 

For derate & appo*mmw« Mkr 
Cray Trust Limned, 2nd Ftoot. 

3* David Place. 5« HeBar, 

Jersey JE2 ATE 

r«L 01 KH 87B77H Fax: D1534 3S401 
Ejjsjgoyjrggjjjjel 


[project ANDC O Utg r rCW. 
tuncjng awutablo W UK and 
intam&Mnai ctems. Anglo American 
Group Pic. Tel: 01924 201 3S5 
Ffluc 01924 201 377 


WELL-CONNECTED 
SENIOR EXECUTIVE 

active or retired, sought by 
tea growing international 
management consulting firm for 
advisory rote We are looking lor 
edvkv. ideas, and contacts to 
eqMnd our young, but highly 
successful UK business. 

Ftaoc wrttr In ceeMcncr «« 

Box B5255. Financial TSm 
One Sootfnnrt Bridge, Leo** Sn*HL 


BUSINESSES WANTED 


SUBSTANTIAL PRIVATE COMPANY SEEKS 
ACQUISITION OF A DISTRIBUTOR TO 
THE RETAIL GIFT TRADE/GARDEN CENTRES 

With some exclusive lines. T/O £'/i- lm. 

Write to! Box B5U5. Ftaavdai Tim*. On* Southwark Bridge. London 5E1 9HL 


Romanian Printing & Publishing 
Company 

is looking for a company in the 
same line of business 

Fax: 00 401 210 3874 for further details 


I- . O-.: . : - '•! ■ • *•* 


TU Soviet, £M0JN 

OflMM 
naojMW 

Sell £ WattrBteraKi&xnn £150. 800 
On Udc Job ft "terttes Scorch fWOJOfl 
limaMfcm al hnendom ft» UWM 

Hod Roam Booting Sy**™ E4SBJ00Q 
teKgmcd fete A Mb Software C200JXM 
New Ckggaic Food tomtom KUWWO 
Vaam CepUd Bporlguam Nummn 


■litlill agdi i n VTtr irnjJ i inlr i fintim 
pkao tool men Ac mO T y rtnt un e e twmrd 
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BUSINESS 

SERVICES 

“cat-nat? min?' 

23N-Z1N? 

Puaied ???????? 

You need 

(A Glossary of Business 

Newspaper French) 

For luftber WormaBon contact: 

Pt TtanslJrtkMMjr 
102 Or*<m Street, 

TW16 6QJ UK 


WANTED 

2 Main Engine Marine 
Propulsion Units 

of the Mowing make 
aad specifications: 

Run lb BK JO! J5M BHF# *» KPM 
MJL». viv Wtt 3400 BHP© 900 KM* 
OOR' STANDARD 

Tie* edge** ** * * *“7 

cgtstitB enroll pnfeaWy *®ft lo*' nmiing 
bwn nl comfter pnoal *** ***■ 
Hcatcnph v 
MaugferMracttr 

Btfbop (Kin) Ltd 

Vksvfa Wand. Lav* - W** 4 * 
THiUMI-aiOR 
Fie 23*41-3(11736 


ENTREPRENEUR AND EX-PUBUC 
COMPANY CHAIRMAN WITH 
SUBSTANTIAL BJNDS 
and substantial management, 
troubleshooting and financial 
planning experience looking for 
an active rote in or acquisition 
of well-established business. 
Must be in or around London. 

Write tm Bos BSJS3, FWcWnrom. 
Oar SMfnrart: Bridge, todam SCI 4HL 

TELECOMMUNICATIONS 


SAVE ON 
INTERNATIONAL 
PHONE CALLS 


• Digital Swftchlng/Hber 

Optic Lines 

• AT&T and Other Networks 

• Use from Home, Office, 

Hotels, Cett Phones 

• 24 Hour Customer Service 
Crf now for Nan Low Rates! 

Tel: 1.206.284.8600 

Fax: 1.206.270.0008 

Lines open 24 hoursl 


The Origin* 


kallback 


FRANCHISING 


; . •• r ? . ’ » A C ' -d 
t > 

DISCOUNT- -WAREHOUSE 

Aro you in:orc$tod in 
■ii new crcvcr. franchise 
producing £1 .0 C0.CC0 
sa! os in the first year? 

• Low rental premises 

• Weekend trading only 

• Training. and support 
Tola! investment C170K 


The properly 
specialists 
(or.jjoll and 
leisure 
businesses 


54 Brook Street 

London 

W1A2BU 

Telephone 

0171 491 1555 

Fax: 

0171 491 2555 


BRIDGETOWN GOLF CLUB 
BARNET 

HERTFORDSHIRE 

Excel lent IB bote gott comptex to the 
north of London arid Inside the U2S 
J23 of M2S - 24) nriles A1 - 2.0 mites 

Central London - 2D minutes 
I AO iterances and times are approximate) 

• 1 8 hole golf course, par 73. length 6,700 yards 

• Go# clubhouse 

• Practice area/drivtng range 

• Approximately 200 acres (B0.94 heclaresj 

Long Leasehold Interest 
For Sale as a . 

Going Concern 


Chesterton 

HM-H 



DAY NURSERY - SOUTH WEST 

❖ Established 1991. ❖ Capable staff. 

<• Turnover £250,000. ♦ Net profit £8,000. 

For drMflc Bn B4242. Financial Titan, Onr Sorttexrk Bridge. LMdaa SEI ftHL 


OFFICE EQUIPMENT 


OFFICE FURNITURE 


Wb have - direct from the marrutacturer - new high quality e*<ec titlve i 
system ranges - conference and receptions. Large choice ol veneer 
melamine and/or laminate Brushes 


with discount ol up to 40% (rom R.R.P, 


London Shcwroorn for mewing: 69-73 Thectiakfs Road. London WC1X STA 
Full camcad and planning seimcee. 


L1NEABURO LTD Tel: 0171-031 6670 


CONTRACTS & TENDERS 

OFFICIAL NOTICE 

Please be advised that the four Commodity warrants 
listed below, covering goods stored in warehouse 
Handelsveem BV in Amsterdam, previously having 
been reported as lost, have been replaced, and should 
now be considered null and void. 

ffa. SKLWJcwort* tag- Cton Hear. ■ MvttANCESlGBUA ■ Wotfepou 10.137 Kp. 
No MawdcDvenst IrJlaja Coon Bean. • Mat* \NCh NIGERIA ■ Wftflh pot. HUM Kp. 
Na SSUiirn corcnrif I J6 tap. Cocoa Beam ■ Mats, ANLT NIGERIA - pwi 9,0$ I Kgt 
HxSEOJtTftcmrog I4i lap Cnaa Bent - MarViANCErJlGEPJA- Worm pmt 1892K». 

C. Steinweg (London) Ltd* 

106 Leadenhal! Street, 

London EC3A 4 A A 


FOR SALE 


Wholesale & retail 
ol clothing & cosmetics 
in Prague, Czech Republic 

GOOD PROFITS 
GREAT OPPORTUNITY 

Cal Utr mom Irtormaaorc 
Hanex Group 
Tat: **420/2/2*21 7*48, 

Fax: 24235512 


Mw.qto .net/ter 

BUSINESS 
SALE REPORT 

, The No. 1 indeoendert listing of 
' meefern to large companies lor sale 
[ h the UK (T/oam+j. New sections 
Hst major acquisitions and aH UK 
recefiersfiips. For sub derate:, ' 
0UUr875 


Boat Building 
Business 

Established range of 1* well known 
oiling vessels with all sod rag. 
Excdlem order book, a unique 
opportunity at CISSfc. 

Write to Boa BS251. Financial Tunes, 
One Southwark Bridge. 
London SEI >>HL 


REGISTERED 
COMPANY DOCTOR 

Available to isum with any 
buUnen requeau, «= 

• Company nm performing" 1 

• U>» crpesuwn s’ 

• Salet down? 

• Profit! down? 

Whatever your burineaa problem 
Tut 10070 5W 334 Fax: 0f 670 SOS 380 


Telecoms Company 
FOR SALE 

LIK twiichlcu revile company 
with 350 JO domestic subscribers 
and £? million annual ived turnover. 
Principals wdy write u>: Boa R5Z3S. J 
Financial Tiroes, One SouUrwurL 
Bridge. London SEI 9HL 


Weekly Usi of all companies 
that have registered that week 
they have gone into liquidation J 
or receivership. 

Details on what they did and 
who the acting party is. 

Plus scores of auctions. 

Contact 01652 680 889 
for further details. 


For Sale 
Licensed Betting office 
Jersey, Channel Islands 

Low la* oiwranmanL EetaHshed over 
40 years- Lon overheat 
1996 Profits £37,000. 

Freehold or teasatoti premises. 
Sutowner.tedAager 
Crfiens n excess of £200.000 

PliW nrfl* k< fib* no. as* i 
FWsrar rmt Cn* iasm* Oreo* 
urauSfi M 


CHRISTIE &. 02 


Surveyors. Valliers & agents 


Upon the Instructions of the Civil Sen’ice Benevolent Fund 

8 High Quality Nursing & Dual Registered Homes 
With a Total Registration of 243 

• Buxton, Derbyshire. Dual registered for 32. 

• Seafond, Sussex. Dual registered for 35. 

• Liukstcme-on-Sea, KenL Dual registered for 34. 

• Near Maidenhead. Berkshire. Nursing Hook registered for 33. 

• Belfast. Northern Ireland. Nursing Home registered for 25. 

• Dunbar. East Lothian. Nursing Home registered for 37. 

• Cardiff, South Glamorgan. Nursing Home registered for 16. 

• Bournemouth, Doiscl Dual registered home for 31. 

Available Individually or as a group, £6,400,000 freehold 

Enquiries to 

Craig Wooliam, Corporate Healthcare Director 

0171 227 0700 


Oftices at. 

London - Bbuongham ■ Bwsrot - EomwiKH - Borns - Gusco* • Irswiou 
Loss - MmcHDim ■ Milton Keynes - Newcastle ■ Nottpuum - Wncuestys 


RENTAL/RETAIL OF ELECTRICAL 
GOODS BUSINESS FOR SALE 

■ 1 Freehold + 3 Prime Short Leasehold Sites + 

I Warehousc/Serviee Centre 

• Profitable 

• 9,500 Rental Customers 

• Turnover c. £!.5m 

For further information contact: P J Loftus, 
Arthur Andersen, Bank House. 

9 Charlotte Street Manchester, Ml 4EU 


BUSINESS 

SERVICES 


♦ Consistently profitable 
company servicing 
national accounts 

lor sale 

♦ Turnover £3m4- 

from 3 branches 
Principals write to: 

Box B5243, Financial Times, 
One Southwark Bridge, 
London SEI 9HL 


PROFTTABLE ELECTRONICS 

Manufacturing Business 

T/0£lm+ 

Strone order book. 

Based South Ea&L 

pmeipmla mjf wmc kk 

Bn B5JS7. Ftwpodel Timet. 
lOarSmiwrh. Bri<ter. L wkv.aJ WL | 

BUSINESS RESALE 

Businesses For Sale - 
Monthly list detailing scores 
of businesses and properties 
for sale. 

Contact Business Resate 
Old S2 880 950 


LOCATION, 

LOCATION, LOCATION 


7S Cannon Stnwt, 
London EC4 
or 

120 Old Broad Street, 
London EC2. 

Ragus Link - pereonalbed 
telephone answering, fax and 
secretarial services. 

Fully furnished. Bluffed and 
equipped offices tor rent by 
the day, week, month or year. 
A busvie&s address in the 
most prestigious locations. 

Tefc (0171) 556 7000 


Your Office b NewYltk «r London 
flora 51 1 diy. Td/Fut/ttail A won. 
TcL 2129729617 F« 211972 9637 
Intenet EmU: inforanjufiScceoBi 
or htlp'yAvw Jtyoflice.com 


•^traor^iatorpauonLQn.the- 
i^uswessiSte'ctioti 'contact . 
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INTERNATIONAL PEOPLE 


Sex bias rules 
‘unlawful’ 



Gray for new 
UBS operation 


German rules 


giving priority 
to women for 


high-level 
posts are con* 
trary to Euro- 

EUROPEAN 

COURT Wh , er , e the y 
include a pro- 
viso allowing reasons spe- 
cific to a male candidate to 
predominate, according to a 
preliminary opinion of the 
Advocate General of the 
European Court of Justice. 

The case arose out of pro- 
ceedings brought by Mr Heil- 
mut Marschall, a German 
teacher, who had applied for 
a promotion. He was told 
that the job would go to a 
female candidate- Although 
they were both equally suit- 
able, because fewer women 
than men were employed in 
the relevant pay and career 
bracket the woman had to be 
promoted under German 
law. 

Mr Marschall brought 
legal proceedings seeking an 
order that the local author- 
ity should appoint him to 
the post 

Because of doubts that the 
German law in question was 
compatible with the Euro- 
pean equal treatment direc- 
tive, the case was referred to 
the European Court. 

Advocate General Francis 
Jacobs, whose opinion is not 
binding on the Court, 
emphasised that the Court 
was not being asked to role 
on the desirability of posi- 
tive discrimination or affir- 
mative action in general. 
The question it had been 
asked concerned solely the 
conformity of the German 
law with provisions of the 
equal treatment directive. 

Mr Jacobs reviewed the 
Court's case law in this area 
and, in particular, the 1995 
Kalanke case. In that case 
the Court concluded that 
national rules which guaran- 
teed women “absolute and 
unconditional 1 * priority for 
appointment or promotion, 
went beyond the promotion 
of equal opportunities, and 
over-stepped the limi ts of the 
exception for such promo- 
tion contained in the direc- 
tive. 

Mr Jacobs stated that it 
was clear the German rule 
was discriminatory and 


therefore contrary to the 
directive unless it fell within 
the scope" of the exception. 

Germany, the European 
Commission and several 
other European Union mem- 
ber states had submitted to 
the Court that the flexibility 
of the German rule and, in 
particular, the existence of 
the proviso under which rea- 
sons specific to the male can- 
didate could predominate, 
rendered the rule compatible 
with European law. 

Mr Jacobs disagreed. In 
his view the distinction 
between equality of opportu- 
nity and equality of result 
which lay behind the reason- 
ing of the Court in Kalanke 
was conceptually clear. It 
was normally apparent on 
which side’ of the line' a 
given measure fell and jn the 
present case, the proviso to 
the German rule did not 
affect the conclusion that 
the rule was unlawful. 

He noted thaUf the pro- 
viso were applied, it merely 
displaced the rule giving pri- 
ority to women in a particu- 
lar case. 

It did not alter the discrim- 
inatory nature of the rule in 
general. 

Mr Jacobs observed that in 
any event the proviso could 
only make the rule compati- 
ble with, the directive if it 
was itself unobjectionable. 
He did not consider that to 
be the case. 

The Advocate General 
found that the proviso 
appeared to envisage that 
so-called “traditional second- 
ary criteria’*, such as marital 
or family circumstances, 
which were themselves dis- 
criminatory, would be 
applied where the proviso 
was relied on. 

If an absolute rule which 
gave priority to women on 
the ground of their sex was 
unlawful, then a conditional 
rule which either gave prior- 
ity to women on the ground 
of their sex, or gave priority 
to men on the basis of admit- 
tedly discriminatory criteria, 
was certainly unlawful. 


UBS, Switzerland's most powerftd 
bank, has snubbed the top manage- 
ment of PDFM, its UK fond man- 
ager. and turned to NM Rothschild, 
the UK merchant bank, to find a 
chief for its newly independent 
Swiss asset management operation. 
Roger Gray, 39. head of Roths- 
child’s institutional asset manage- 
ment business, will bead UBS 
Asset Management Switzerland 
from July 1. 

The Swiss banks are among the 
world’s biggest fund managers, yet 
the performance of their Swiss- 
based fond managers has not been 
as good as some of their interna- 
tional competitors. 

Last year UBS announced that it 
was sp innin g off its Swiss fund 
management operation into an 
independent entity, and acknowl- 
edged that this was being done 
because institutional customers 
accorded “greater credibility" to a 
company which was being run 
independently of the rest of the 
group. 

By contrast. PDFM manages 
assets of SFrl20bn, and its success 
has been credited to the fact that it 


has always been operated at arms 
length from the rest of UBS. 

UBS did not make a public 
announcement of Gray’s appoint- 
ment and has not provided any 
details of his qualifications for one 
of the most sensitive posts in 
UBS's fund management 
operations. 

Gray will report to (San Pietro 
Rossetti, head of investment advice 
and fond management in Switzer- 
land, which suggests that he will 
not be the man responsible for 
improving the group's overall 
return oh its fond management 
business and building its presence 
in the afi-lmportant US market 

Nevertheless, there has been 
speculation that UBS’s decision to 
look beyond PDFM for its new 
Swiss investment chief may be 
partly due to the fact that PDFM*s 
own performance has lagged 
behind the competition recently 
because it has teen over-cautious 
on the US market 

William Ball Zurich 


Scalise leaves Apple 
for trade body 


George Scalise, Apple Computer’s 
executive vice-president of 


nppra tin n^ has resigned to become 
president of a Silicon Valley indus- 
try trade group. 

Scalise was “right-hand man" to 
Gil Amelio, chairman and chief 
executive. He joined Apple 15 
months ago. Amelio recruited him 
from National Semiconductor 
where the two had previously 
worked together. 

Scalise’s departure from Apple 
comes as the personal computer 
company is struggling to reverse a 
sharp decline in its market share 
and return to profitability. 

*1 feel that we’ve addressed the ' 
issues that Apple had to tackle to 
get back on the road to profitabil- 
ity, and there's a team in place to 
get the job dans," Scalise said. 

Apple recently revamped its top 
executive team to include several 
former managers from NeXt Soft- 
ware, the company run by Apple 
co-founder Steve Jobs that was 
acquired by Apple earlier this year. 

Among Scalise’s responsibilities 
at Apple has been management of 
the division that makes its Newton 
hand -held computers. His depar- 
ture has sparked renewed specula- 
tion that Apple may spin-off this 
product group. 

Scalise, 63. is heading back to the 
gpmirfrp H nf-tnr industry, where he 


has spent most of his career. He 
will become president of the Semi- 
conductor Industry Association, a 
trade group that has spearheaded 
battles on behalf of US chipmakers. 

Prior to joining Apple Computer, 
Scalise served as chief administra- 
tive officer for National Semicon- 
ductor. He has also served as a 
senior executive at Maxtor, 
Advanced Micro Devices, Fairchi ld . 
S emicond uctor, and Motorola. 

a Louise R 'shoe, Son Francisco 


Ratliff signs on 
for five more years 


Robert Ratliff, the 65-year-old exec- 
utive chairman of Agco of the US, 
one of the world’s four biggest trac- 
tor makers, clearly relishes, his job. . 
He has decided to spend another 
five years at the helm of the. com- 
pany. which he has guided since it 
started seven years ago. 

Over this period, Agco has grown 
rapidly, mainly through Ratliff’s, 
policy of acquiring well-known 
tractor companies around the. 
world such as US-based Massey-.. 
Ferguson and Fendt of Germany. . 

Ratliff said he had decided to 
stay in a full-time executive's role 
after “taking a good look” at the 


possibility of retirement T decided 
I was having such a good time I 
didn't want to" leave,” he said. 

Last year Agco, 
bolstered by the 
more than $lbn 
worth of acquisi- 
tions since it 
started, had sales 
of $2.3bn. making 
. it the. third big- 

New Holland of Italy is the final 
member o£r the world’s big four 
form, equipmant companies. . 

Ratliff has' hinted that more 
acquisitions are likely. His goal is 
to increase Agco’s sales by a for- 
ther $lbn a year ova; the next two 
to three.yeais, most of this coming 
from buying up companies. 

Industry watchers belie ve Ratliff 
will spend most of his time in a 
strategic role, scouting for likely 
takeover targets and also having a 
lug say ini how new 1 companies are 
integrated. 

Much .of the day to day manage- 
ment is In the ftatifls of Jean-Pi erre 
Richard. Agco’s chief executive, 
who joined last year from Insitu- 
fnxm Technokwies. 

Peter Marsh. 'London 


ON THE MOVE 


C~i09J95: Helhnut Marschall 
v Land Nardrhein- Westfalen, 
Opinion of Advocate General 
Francis Jacobs, May 15 1997. 

BRICK COURT 
CHAMBERS BRUSSELS 


■ Warwick Jones has joined 
DRESDNER KLEJNWORT 
BENSON as a senior vice 
president and head of 
research based in New York. 
He will also act as a senior 
analyst for Latin American 
mining. Since 1994 Warwick 
has been a senior mining 
analyst for Robert Fleming 
in New York. 

■ Jean-Pierre Crinelli has 
been appointed as chief 
operating officer of KAUFEL 
GROUP, an international 
company specialising in the 
design, manufacture and 
distribution of emergency 
and other li ghting products 
and systems. 

■ BANKERS TRUST has 
appointed Richard Jackson 

as managing- director and 

senior banker to bead the 
firm's corporate coverage for 
clients located in the Middle 
East Previously, Jackson 
served as president and chief 
executive of Citistate in 
Washington DC. 

■ Rudolf Hug, executive 
board member of CREDIT 
SUISSE FIRST BOSTON has 
left the group. As a member 
of the executive board of 
Credit Suisse from 1987 to 
1996, Hug was initially 
responsible for commercial 
banking. North America and 


various Swiss branches. 
From 1993 he was head of 
the international business 
section. 

■ Ronald Allen, chief 
executive, chairman and 
president of DELTA AIR 
LINES, has announced his 
retirement an July 31. Allen, 
who will also resign from 
the board of directors, will 
work with the board to find 
a successor and win stay on 
as a consultant and advisory 
director. 

■ STANDARD CHARTERED 
BANK has appointed Peter 
Wong as bead of personal 
h anking , Hong Kong «nri 
China. He will based in Hong 
Kong. Prior to joining he 
was Citibank's director of 
sales, services, and 
distribution channels for 
North Asia. 

■ Erling Naper has been 
appointed president of the 
INTERNATIONAL UNION 
OF CREDIT AND 
INVESTMENT INSURERS 
(BERNE UNION; Naper has 
been vice-president of the 
Berne Union since April 
1995. His appointment 
follows the death of former 
president Gerhard Praschak. 

■ AUSTRALIA & NEW 
ZEALAND BANKING 
GROUP has appointed Peter 
Marriott, currently group 
general manager for credit/ 


risk manageme nt, as chief 
financial officer and 
company secretary. 

■ SALOMON BROTHERS, 
together with its Brazilian 
affiliate Banco Patrimonio, 
have announced that former 
Brazilian Minister of 
Finance Malison F. da 
Nobrega has joined the 
firm's Brazilian team as a 
consultant In this capacity 
da Nobrega will provide 
political and economic 
advisory services to the 
firm’s eUpntn. 

■ Keith Price has been 
appointed to the board of 
ICF KAISER 

INTERNATIONAL. Price is 
currently a consultant to 
various US and international 
engineering and 
construction companies. ICF 
Kais er is one of the United 
States* largest engineering, 
construction, program 
managpmpn f an d consulting 
services companies. 

■ TEVECAP, Brazil's 
leading pay television 
operator and programming 
distributor, has appointed 
Raul Rosenthal as chief 
executive officer. He joins 
from Abril. TVA’s parent 
company. 

■ HITACHI SOFTWARE, a 
division of Hitachi Europe, 
has appointed Robert Webb 
as business development 


manag er gpp r.iaHsing in the 

product set and Eric Wells 
as technical support 
consultant. 

■ The ARMAGNAC HOUSE 
OF JANNEAU has appointed 
Willie Phillips. 57, as 
managing director. He joined 
Hip company in early May. 
Phillips Was managing 
director of Macallan - 
Glenhvet from 1979 until its 
takeover by Highland 
Distillers and Sunt ary in. 
1996. 

■ The Hong Kong 
government has approved a 
one-year extension to the 
appointment of Anthony 
Neoh as nKflirman of the 
SECURITIES AND 
FUTURES COMMISSION, 
the local securities 
watchdog. 

■ Italy's ROLO BANCA has 
appointed Carlo Pesenti to 
its board. He will serve until 
the next annual 

shareholders meeting, taking 
the place of the recently 
deceased Giorgio Rossi. - 

■ Sergio Sigiienti, chairman 
of Italian insurer ISTITUTO 
NAZIONALE DELLE 
ASSICURA230NI has been 
appointed chairman of the 
holding company which will 
control Banco Di Napoli. 
Earlier this year, Italy’s 
Treasury agreed to sell off a 


60 par cent stake in the bank 
to INA and Banca Nationals 
delLavoro. 

■ Colombia’s BANCO 

COMERGAL 
ANTIOQUENCO 
(BANCOQUIA) has 
appointed GahrielJaramillo 
Sanint to the post of 
president. He replaces Jorge 
Julian Trujillo Agpdelo, who 
resigned. 

■ HQECHST has appointed 
Martin. Fruehauf, former 

ftWpf flnanniqj officer, 3S 

head of the group’s 
supervisory board. Fruehauf, 
who retired from Hoechstis 
management board last year, 
will succeed Erhard 
Bouillon ■ . • . 

■ Kris Wadia has been 

appointed head - database 
«nri direct marketing, by the 
OVERSEAS-CHINESE 
BANKING CORPORATION, 
Singapore. He was 
previously regional 
circulation and marketing 
director with Pearson 
Professional (Asia Pacific), 
par t of P earaon. 

■ NIKKO SECURITIES, 
jCanada, has appointed 
W illiam G. HdtU, 38, as 
president and 

executive. Since ’1994, he has 
been responsible for . , 
institutional fixed income 
sales at Levesque Beaubeien 1 
Geoffrion. 1 


■ Wayne Meikle, a director 
at finaTwrial technology firm . 
BRAID SYSTEMS, has been 
appointed to head Braid’s 
office in Singapore, from 
where he will run operations 
in Singapore, Hong Kong, 
Manila and Melbourne. 

■ Deborah FoyeKuenstner 
and Paul Warren have joined 
PUTNAM INVESTMENTS’ 
internati onal equities group 
as senior portfolio managers 
in the core and value team. 
Kuenstner Joined Putnam 
from DuPont Pension Fund 
Investments in Wilmington 
and Warren joins from IDS 
Fund Management in. Hong 
Kong. ' 

■ Allen Hdriick has been 
appointed president and 
managing director, NBC 
Europe. He is currently 
president and. 

general-manager of WRC-TV, 
NBC’s owned and operated . 
television station in 
Washington DC 
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The Bankers of Flanders 
are right on course. 


With profits up by 13.5 %. the Kredietbank has reaffirmed 
its confidence in the future and its determination to main- 
tain its record of growth. But growth does not happen 
spontaneously. At a time when we are confronted by new 
challenges - the euro, the year 2000 and increasing com- 
petition both at home and abroad; our Bank's winning 
strategy is focused on proper risk awareness, great flexi- 
bility and cost-conscious investment planning. 


These elements are ail part of the decisive strategy being 
pursued by the KB. By spreading our sources of income 
and hence also our risks equally over three target areas, 
namely the domestic market, the international market and 




The single 
currency 
explained 
in a single 
guide. 


a number of specialist niches, the Kredietbank aims to 
secure a prosperous future for itself and its clients. 


Encouraged by the recent good results we have achieved, 
we are convinced that our Bank should stay on its chosen 
course for the benefit of all involved: our clients, our 
employees and our shareholders. 


You will find further information in the Annual Report, 
available on request by wilting to: Kredietbank, Herwig 
Bauwens, Head of Financial Communication (83B1), 
Havenlaan 2, 1080 Brussel or by 
taxing us on + 32 2 422 81 60 7 -4^5 


The FT Guide to preparing for EMU: Wednesday, May 28. 


’:J tVd 


From the profound implications EMU will have within the major European economies to on in-dc th 
analysis of how companies of all sizes will be affected, the FT Guide has all the answers 


BETTER OFF WITH THE BANKERS OF FLANDERS 


FINANCIAL 1 1 Ml s 
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ARTS 



pomp to 
rococo 



Venice's commercial and 
creative history has been 
recreated in London, writes 
William Packer 


T he image of 

Venice, la Seren- 
issima, that Most 
Serene Republic, 
whether in hi g h 
renaissance pomp or rococo 
decadence, is so familiar, 
from Carpaccio to Tiepolo, 
that we tend to take the art 
and industry that sustained 
such magnificence for 
granted. Those richly bro- 
caded Titian nobles, those 
Veronese banquets, all silks 
and glitter, those Longhi 
ladies seductive in velvet 
skirts and lace fringes, off to 
the ridatio with masks to 
hide their blushes. But who 
made it all? Where did it 
come from? 

Venice rose to great 
power, of course, on the 
strength of her trade. “Once 
did She hold the gorgeous 
East in fee” indeed, and it 
would be easy to suppose 
that all such rich stuffs sim- 
ply came in by boat Up to a 
point they did, but usually 
as raw material. The Vene- 
tians were not just traders, 
but makers and manufactur- 
ers too from the earliest 
times, making rather, more 
than the gew gaws that seem 
to satisfy the modern tourist 
The first craftsmen's 
guilds were founded in the 
13 th century and survived, 
jealously guarding their 
secrets and prerogatives, 
until suppressed, along with 
the ancient Republic herself; 
by that prescriptive, proto- 
socialist 28-year-old, Buona- 
parte. in 1797. The various 
parishes and scstieri were 
soon colonised by particular 
crafts and trades - the furri- 
ers around Campo S. Margar- 
ita; the dyers and silk-weav- 
ers out In Canareggio; the 
hatters near Silo; the wool- 
workers near what is now 
the Piazzale Soma in 
S.Croce;. the shoemakers 
near the Frail Their names 


live on In the streets they 
once dominated. The Mer- 
ceria, the street of the haber^ 
dashers, is still the principal 
shopping path from S-Marco 
to the Rialto. Hie calls dd 
Bo&eghc runs from the door 
of S.Stefano towards S. Sam- 
uels where, half-way along, 
the. appropriate sign of an 
old hoot may still be seen, 
carved above the door of 
what is now a smart shop. 

S erenissima, the 
exhibition now at 
the Accademia Ital- 
ians, at once sets 
out and celebrates 
this rich, social, commercial 
and creative history. With a 
nod towards the once-tradi- 
donal fair in the Piazza, on 
Ascension Day, it takes each 
broad area of interest set- 
ting out the work in wooden 
booths, just as the guilds 
themselves showed off their 
wares. It is splendid stuff, a 
choice trawl through the 
civic museums of Venice, 
the Correr especially, and 
other private and specialised 
collections. But rich as it is, 
it is made admirably clear 
by this mwnrifir of display, 
informative. Intriguing and 
readily flgmmfinhip 
The history is there tor the 
reading, through the devel- 
opment of Venetian taste 
and fashion, refinement and . 
decadence, rise and fall - 
though by the very nature of 
the chance survival of the 
ephemeral, the weight of 
Rmphairia rests on the later 
period, particularly the 18 th 
century. . But fascinating 
though that history is, 
Venice ‘Tram to bloom and 
drop", we are thrown back 
onto the objects, not as 
example and illustration to a 
story hut far what they are: 
beautiful, poignant and 
exquisite objects, indeed , 
works of art, in themselves. 



'Angela Adorn! SbardeHni’: seductive in velvet and lace 


Lace, tor example, can be 
dense, dull stuff except to 
the specialist. But here these 
filmy, light confections seem 
to live in the air. Indeed they 
ware thought of in such 
terms, ptmto in aria, almost 
a sort of airy drawing, 
unique to Venice. And shoes 
a kind of sculpture? Why 
not, when we see these plat- 
form soles from the late 15th 
century, 20 inches high, like 
thigh bones, to be slipped 
onto the tiniest of feet An 
18th-century postillion's boot 
stands like a coal-scuttle, 


clear proof against lightning. 

And there are the clothes, 
for Venice was the glass of 
fashion and the mould of 
form almost to the last The 
art of tailor and dress-maker 
is beautifully shown, stom- 
achers and corsets spread 
out like fans, embroidered 
waistcoats, .tailcoats and tri- 
corn hats. They all have 
something of the same sculp- 
tural quality, if somewhat 
softer, especially the wom- 
en’s dresses, so rich upon 
the surface and yet so simple 
in the form. Lightly puffed- 


oat bodices above and pan- 
niers below, they seem to 
float. Tike swans asleep”, 
through the display. 

It is a most enjoyable exhi- 
bition, full of oddity and 
delight, with its pattern and 
sample-books, its tons and 
embroidered mittens, its bro- 
caded caps for the man- 
about-Venice to put on at 
home when he took of his 
wig. its horn-rimmed tinted 
specs, its silk purses. And 
through u all there is to be 
caught perhaps, -an authen- 
tic whiff, a glimpse in the 


T here is a Dresdner 
Musikfestspiele 
every year, for two 
weeks around now. 
Not enough people know 
that Though Dresden has 
been one of Europe's great 
musical capitals for some 
three centuries, it gut lost 
for too long behind the Iron 
Curtain; and although many 
westerners remember that 
saturation fire-bombing by 
the Allies in 1945 reduced 
the centre of .this venerable, 
cultivated city to near-rubble 
(and killed something like 
170,000 people), tower know 
what has become of It since. 

What has become of It 
involved restoration on a 
heroic scale, and has taken a 
long time. One by one the 
grand edifices of the AUs- 
ladc , the old city, have been 
faithfully rebuilt from the 
original plans, using the old 

stones that survived the 


Dresden Music Festival/David Murray 

The Italian connection 


holocaust: the grand 
baroque pavilions of the 
Z winger with its great collec- 
tion of paintings, the munici- 
pal Schloss. the Kreuzfarche, 
the marvellous Semper 
opera-house. Only the lofty 
Frauenkirche, Dresd en 's 
beloved “Church of Our 
Lady", awaits reconstruction 
- due for completion in time 
for the city's 800th anniver- 
sary in 2006, which looms 
larger for Dresdeners than 
the mere Twinpnniiim. 

With this spiral did setting 
on the river Elbe, it would 
be strange not to have a fes- 
tival. There are many guest 
performers, but Dresden has 
a distinguished home team: 
its Saxon State Opera at the 


Samper (about which more 
another day) and its famous 
orchestra, the Staatskapelle. 
not to mention the Dresden 
Philharmonic and the MDR 
Radio Symphony. 

D resden likes to be 
known as Ger- 
many’s “Florence 
on the Elbe", and 
its close musical connections 
with Italy go back a long 
way. The particular theme of 
this year's festival is “Itali- 
ener in Elhflorehz'’. from the 
Renaissance to the present 
day. For the occasion, the 
festival's director Michael 
Hampe chose to revive Pais- 
lello'9 opera H re Teodoro in 
Venezia, his long two-act 


“heroic-comic drama” from 
1784, in the charming State 
Theatre. 

It was rewarding to hear, 
but for a light comedy it 
made a long site the audience 
shrank during the interval 
That was a pity, for the 
imaginative colour and vari- 
ety of the score cazne into 
much sharper focus in Act 2. 
It impressed Mozart greatly 
at its Vienna premiere, and 
left unmistakable marks on 
his own Marriage of Figaro 
and Don Giovanni. 

PaisieUo's librettist Casti 
concocted the plot from a 
ludicrous historical episode, 
the brief reign of an obscure 
Westphalian baron known as 
King Theodore of Corsica - 


until he went bankrupt, 
which is why we find him in 
Venice, hiding from credi- 
tors. The situations and 
characters, if not the basic 
stray, are pretty much out of 
stock, though Hampe strove 
to animate them with his 
usual care for homely 
human detail 
Among the mostly Italian 
cast, even buffo veterans like 
Alberto Rinaldi’s Kong and 
Claudio Desderl's rampant 
exiled Sultan seemed 
slightly muted in their paste- 
board roles; and Marcello 
Lippi had to sing the duped 
innkeeper Taddeo with a 
sore throat. The conven- 
tional young lovers were 
Maurizio Comeneini and 


Rachele Stanisci, both very 
personable. 

But it took two non-Ital- 
ian s to ignite real comic 
sparks: the delectable Ameri- 
can mezzo Suzanna Guzman 
as the King's dodgy sister, 
and the Welsh Stuart Kale as 
his secretary, an Ealing- 
quality study in sly nods and 
winks. 

If Paisielio and Cast! never 
achieved the comic drive of a 
Mozart buffo opera, the work 
revealed lyrical riches as it 
went on (and on), and some 
beautiful orchestration. By 
the end, one was quite won 
over. And the ending is 
delightful: out of the blue, 
the “composer of tl re Teo- 
doro \ grateful for the inspi- 
ration that has made his 
opera a hugely profitable 
success, buys the hapless 
King’s way out of debtors' 
prison. 

Casti had one bright idea 
after alL 


Opera/Andrew Clark 

Courageous 

Britten 


coma- of the eye of a past 
long gone. “Dust and ashes, 
dead and done with, Venice 
spent what Venice earned": 
maybe, but a ghost still 
walks. 

Serenissima - the Arts of 
Fashion in Venice 1200-1800: 
The European Academy & 
the Accademia I tali ana, 8 
Grosvenor Place, SWL, until 
July 20. Sponsored by the 
Italian Trade Centre, the 
Guild of Master Shoemakers 
of the Brenta,- and Magic of 
Italy. 


A t the very end of 
the Glyndebourne 
production of Owm 
Wingraoe, Sir Philip 
Wingrave reaches up to his 
grandson's dangling corpse, 
and sings the family ballad 
about steadfastness in battle. 
Moments earlier, the Win- 
graves had shunned their 
young scion for defying fam- 
ily military tradition. 
Owen's death, of course, 
makes everything all right. 

As long as tbe Wingraves die 

fighting, even if the battle is 
against themselves and their 
past, the family can hold its 
head high. 

By resisting the tempta- 
tion to go soft in this scene, 
and instead playing up its 
dramatic irony. Robin 
P hilli ps's staging rams home 
Britten's pacifist theme in a 
far more telling way than 
even the composer can have 
intended. It sets the seal on 
a production which, though 
by no means flawless, is a 
welcome addition to Glynde- 
bourne’s Britten repertory. 

Glyndebourne had a 
touchy relationship with 
Britten during his lifetime, 
but has done him proud 
since his death. The festi- 
val's decision to take the 
1995 Touring Opera produc- 
tion of Owen Wingrave into 
Its summer season required 
courage. This is the least- 
known and least-loved of 
Britten's operas - there were 
a good number of empty 
seats at the first night last 
Thursday - and it is also the 
most difficult to stage suc- 
cessfully. 

Those difficulties have 
nothing to do with the televi- 
sion format for which Brit- 
ten originally conceived the 
work. As testified by the 
composer’s former assistant, 
Colin Graham, in the 
Glyndebourne programme 
book, Britten always had his 
eye on a stage production. 
Performances elsewhere 
have proved that there is no 
practical problem which an 
imaginative director cannot 
overcome. 

The real reason for the 
opera's Cinderella status is 
Its lack of ambiguity - a 
fault unfortunately high- 
lighted in this revival, 
directed by Daniel Dooner. 


Although Hisbam All's sin- 
gle set is evocative and spa- 
cious, it tends to underscore 
the opera's monotone pace. 
It is no match for the Hyde 
Park scene, where a contrast 
between the splendour of 
military parade and tbe vio> 
lence of Owen’s battlefield 
vision is essential And the 
slide-show in the Act l finale 
simply does not ring true: it 
contradicts the period fla- 
vour of Ann Curtis's Edwar- 
dian costumes, and is no 
more successful than Brit- 
ten's dinner-table scenario in 
illustrating the hidden 
thoughts of tbe Wingrave 
household. 


N 


evertheless, I 
would recom- 
mend this produc- 
tion. because 
even below his best, Britten 
- like Verdi - is still a fasci- 
nating theatre composer. 
The score is a masterpiece of 
economy and description: 
Ivor Bolton and the London 
Philharmonic vindicate it in 
a myriad of nerve-tingling 
moments, not least the 
ecstatic glow of the Peace 
aria. Bolton uncovers more 
tension and torture than this 
music has traditionally 
yielded, and the orchestral 
responses are thrilllngly 
exact. 

Gerald Finley is an 
extremely Impressive Owen: 
singing with gently-focused 
tone and crisp diction, be is 
the picture of well-bred dig- 
nity. Neil Jenkins's Sir 
Philip does not entirely con- 
vince - he is simply not for- 
bidding enough - while 
Christopher Ventris turns 
Lechmere into a chirpy, 
eager-to-please commoner. 
Elizabeth Gale repeats her 
neurotic Mrs Julian, 
Eiddwen Harrhy her pale 
Mias Wingrave The problem 
with all the Paramore 
women, including Ann Tay- 
lor’s childishly manipulative 
Kate, is that they are too 
heavily caricatured. Steven 
Page and Vivian Tierney, as 
the Coyles, have an easier 
job, and they make tbe most 
of it. 

All in all. then, a worth- 
while effort - but probably 
not enough to win over the 
doubters. 
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Gerald Finley and Christopher Ventris 



■ BERLIN 

EXHIBITION 
Kupferstichkabinett - 

Sammkmg der Zetahnungen 
und Druckgraphik Tel: 
49-30-26629598 • 

• Paul Klee - Spflte 
Zeiehnungen: display of drawings 
produced by the Swiss artist In 
the years 1939 and 1940, 
including the cycle of 16 works 
emitted “Per infemer Park"; 
toJunS 

■ BOLOGNA 

OPERA 

Teuton Comunds dl Bologna 
Tel: 39-51-529901 

# la Brocca Ftotta; fay Testi. 

Conducted by Massimo de 
BemarL The programme also 
includes a performance of 
CavaUeria Rusticana by Mascagni; 
May 30 • 

■ BONN 

OPERA 

Oper der Stactt Bonn Ted: 


49-228-7281 

• Parsifal: by Wagner. 
Conducted by Jeffrey Tate, 
performed by the Orchestra der 
BeethovenhaJJe Bonn and the 
Oper der Stadt Bonn. Soloists 
Include Harry Pesters, Stephen 
Richardson and Franz-Josef Sellg: 
May 29 

■ COLOGNE 

EXHIBITION 
Museum Ludwig Tel: .. 
49-221-2212379 

• Jasper Johns: retrospective 
exhibition devoted to the work of 
the American artist spanning four 
decades of artistic achievement, 
from his early paintings of flags 
and targets to recent densely 
layered canvases. Drawn from 
public and private collections 

throughout the worid, the 
exhibition comprises 
approximately 200 paintings, 
works on paper and sculptures, 
including recent work never 

before shown to the public; to 
. JunT. 

■ COPENHAGEN 

OPERA 

Det Kongefige Tester - The 
Royal Theatre Tel: 45-33 60 69 
69 

• Der FrefechOtE by von Weber. 
Conducted by Jan Wagner, 
performed by the Royal Danish 
Opera. Soloists include Christian 
Christiansen, Irene Theorin and 
Use-Latte Nielsen; May 30 


DUBLIN 


CONCERT 


National Concert Hall Tel: 
353-1-6711886 

• Paul Fanning: performance by 
the viotonlst, accompanied by the 
pianist David Bnophy. The 
programme includes works by 
Mozart and Brahms; May 30 

■ EDINBURGH 

CONCERT 

The Queen’s Hall Tel: 
44-131-6683456 

• Yevgeny Morozov: the pianist 
performs works by Chopin, Liszt 
and Schumann; May 28 

■ LONDON 

CONCERT 
Barbican Halt Tel: 
44-171-6384141 

• London Symphony Orchestra' 
with conductor Christian 
Thielemann in works by Strauss 
and Beethoven; May 29 

SL John's, Smith Square Tel: 
44-171-2221061 

• Christopher Maltman: 
performance by the baritone, 
accompanied by the pianist 
Malcolm Marti neau. The 
programme includes works by 
Schubert; May 28 

Wig more Hall Tel: 
44-171-9352141 

• The Emperor Quartet performs 
works by Mozart, Wolf, Strauss 

. and Schubert; .May 30 

DANCE 

The Place Theatre Tel: 
•44-171-3801268 

• No-No: choreographed by 
. Kenneth. KvamstrfJm to North 
African music, performed by the 
Helsinki City Theatre Dance 


Company. Part of The 1997 
Turning World contemporary 
dance festival; May 28, 29 

EXHIBITION 

National Portra i t Gallery Tel; 
44-171-3060055 

• Pursuit of Beauty: exhibition 
examining the eternal quest for 
beauty by both sexes and 
changing notions of what beauty 
actually is. The display has 
interactive elements, including the 
opportunity for visitors to fry on 
top hats, wigs, corsets and 
doublets. A number of portraits 
from the NPG's collection will be 
exhibited; from May 30 to Sep 7 
Victoria & Albert Museum Tel: 
44-171-9388500 

• The Cutting Edge: 50 Years of 
British Fashion: exhibition tracing 
the history of British high fashion 
from 1947-1997 by exploring four 
distinct themes: Romantic, 
Tailoring, Bohemian and Country. 
Over 160 garments drawn from 
the V&A's Dress Collection are 
displayed; to Jul 27 

■ LOS ANGELES 

DANCE 

Ahmanson Theater Tel: 
1-213-972-0700 

• Swan Lake: choreographed by 
Matthew Bourne to music by 
Tchaikovsky, performed by the 
Center Theatre Group; to Jun 15 

■ LUDWIGSBURG 

CONCERT 
Residenzschtoss Tel: 
49-711-2555555 

• Guameri Quartet performs 
works by Schubert Medelssohn 


and Brahms. Part of the 
Ludwigs burger Scriiossfestspieie; 
May 31 

■ MADRID 

EXHIBITION 

Fund addrt la Caixa Tel: 

34-1-4354833 

• Madrid- Barcelona, 1930-1936. 
A chronicle of two Cities: 
exhibition examining the political 
and cultural histories of the two 
Spanish cities during the 
country’s civil war. Artists 
represented include Picasso, 

Mirri, Dair and Gargallo; to Jul 27 

■ MUNICH 

EXHIBITION 

Neue Pinakothek Tel: 

49-89-23805-195 

• Claude-Joseph VemeL 

1714-1789: exhibition of work by 
the French painter who worked 
for King Louis XV as a sea and 
landscape painter. Shown 
alongside the pieces by Vemet 
are a number of works by his 
contemporaries, including Lorrain, 
Boucher and Dughet; to Jul 6 

■ NEW YORK 

CONCERT 

Alice Tully HaD Tel: 

1-212-875-5050 

• New York Chamber 
Symphony: with conductor Gerard 
Schwarz, perform works by Weill 
and Beethoven; May 31 

DANCE 

New York State Theater Tel: 
1-212-875-5570 

• Circle of Fifths: choreographed 


by Christopher d'Amboise to 
music by Glass, performed by the 
New York City Ballet; May 31 

EXHIBITION 

Museum of the City of New 
York Tel: 1-212-534-1672 

• A Dream Well Planned: The 
Empire State Building: display 
featuring photographs, drawings 
and models; to Dec 7 

■ PARIS 

CONCERT 

Centre Georges Pompidou Tel: 
33-1-44 78 12 33 

• Ensemble Intercontemporain: 
performs works by Zimmermann, 
Andr^, Neuwirth, Stockhausen 
and Maresz; May 29 

■ VIENNA 

CONCERT 

Konzerthaus Tel: 43-1-7121211 

• Wiener Phllharmoniken with 
conductor Nikolaus Harnoncourt 
and violinist Gldon Kremer in 
works by Berg and Schubert; May 
29 

EXHIBITION 

20er Haus Tel: 43-1-7996900 

• Valle Export Split Reality: 
display of work by the 
multi-media artist who uses 
photography, film and video to 
examine the relationship between 
the human body and new 
technologies; to Jun 15 

Listing selected and edited by 
ArtBase The Internationa/ Arts 
Database, Amsterdam, The 
Netherlands. Copyright 1997. All 
rights reserved. Tel: 31 20 664 
6441. E-mail: artbase6pi.net 


WORLD SERVICE 
BBC for Europe can be 
received in western 
Europe on medium wave 
648 k HZ (463m) 


EUROPEAN 

CABLE 

AND SATELLITE 
BUSINESS TV 
(Central European Time) 

MONDAY TO FRIDAY 
NBC/Super Channel: 

07.00 

FT Business Morning 

10.00 

European Money Wheel 
Nonstop live coverage 
until 15.00 of European 
business and the 
financial markets 

17.30 

Financial Times Business 
Tonight 

CNBC; 

08.30 

Squawk Box 
10.00 

European Money Wheel 
18.00 

Financial Tunes Business 
Tonight 
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COMMENT & ANALYSIS 



Martin Wolf 


A monetary constitution 

The various criticisms of the chancellor of the exchequer’s decision to grant 
the Bank of England operational independence are wrong on all counts 


Mr Gordon Brown, the UK's 
new chancellor of the exche- 
quer, deserves congratula- 
tions for giving operational 
independence to the Bank of 
England. As important he 
has provided a highly satis- 
factory alternative to UK 
membership of the planned 
European monetary union. 

Many on the left already 
condemn the chancellor's 
decision as another in a 
long list of betrayals by 
Labour governments. Many 
on the right denounce it as 
a violation of parliamentary 
sovereignty. Both gToups 
are wrong. He has created a 
sensible division between 
political responsibility and 
operational accountability. 

Five principal criticisms 
of Mr Brown's innovation 
have been advanced. 

• The system introduced 
after sterling's expulsion 
from the exchange rate 
mechanism in September 
1992 has been tested and 
found excellent 

• Dividing responsibility 
for fiscal and monetary pol- 
icy is foolish. 

• infla tion is a silly target 
for monetary policy. 

• The B ank of England is 
incompetent and hysterical 
about inflation. 

• The time is not ripe. 

Mr Brown's decision, com- 
plained Mr Kenneth Clarke, 
his predecessor. In the FT of 
May 9, “abandons a tried 
and tested approach that 
has delivered the best infla- 
tion performance for 
decades". Yet that regime 
was a desperate expedient, 
introduced after the collapse 
of the previous policy. It has 
also only been in operation 
during a period of recovery 
from deep recession. To cre- 
ate much inflation over 
these years would have 
taken heroic efforts. 

Fortunately, Mr Clarke's 
efforts were not heroic. But 
he took risks. He was also 
lucky: his most important 
piece of fortune was the 
unexpected appreciation of 
sterling, up 17 per cent since 
last August, on a trade- 
weighted basis. Without 


this, Mr Clarke would have 
missed his target for retail 
price inflation, of 2.5 per 
cent or less by the end of 
the parliament 

The post-1993 regime has 
not been properly tested. It 
could not have been over 
anything short of a full 
cycle. But the UK’s tradition 
of ministerial control over 
monetary policy has been 
found wanting: the country 
has suffered two of the larg- 
est recessions In any of the 
big advanced countries 
since 1950. 

The second criticism is 
that operational indepen- 
dence makes the desirable 
co-ordination of fiscal and 
monetary policy impossible. 
True, a wise, benevolent 
and trusted government 
might use discretionary con- 
trol over fiscal and mone- 
tary policy to deliver modest 
inflation and optimal stabi- 
lisation. Anyone who 
believes the UK will have 
such governments has been 
living on another planet for 
the last half century. 

Governments need to be 
subject to checks more effec- 
tive than an election every 
five years. This is why no 
significant industrial coun- 
try operates with the discre- 
tionary control over fiscal 
and monetary policies many 
in the UK still yearn for. 
Fixed exchange rates - in 
operation until 1972 - are 


such a check. Central bank 
independence is another. 

On the inflation target, 
the fundamental objection is 
to reliance on a nominal for 
monetary) target, rather 
than an objective for real 
activity. A subsidiary objec- 
tion is to targets for infla- 
tion rather than for another 
monetary variable - money 
gross domestic product, for 
example, or the no minal 
exchange rate. 

Pursuit of an inflation tar- 
get should not be allowed to 
generate instability In the 
real economy in the short to 
medium run. Fortunately, 
this can be achieved by set- 
ting the inflation objective 
for some time in the future 
and being able to override 
the target in the event of 
large supply shocks. Beyond 
this it is risky to go. The 
knowledge needed to stabi- 
lise real activity precisely is 
unavailable in principle, 
partly because an econo- 
my's behaviour Is contin- 
gent upon what people 
think the government is up 
to. 

As for which no minal tar- 
get to choose, the important 
difference is between the 
exchange rate, on the one 
hand, and nominal GDP or 
inflation, on the other. For 
small, open economies, such 
as Austria, fixing the 
exchange rate against a 
dominant trading partner 


The unstable economy 
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makes sense. For the UK, it 
is a different matter, since 
exports to the European 
Union are only about a sixth 
of GDP. Under a fixed 
exchange rate, the political 
and economic benefits of 
monetary autonomy would 
be lost for the sake of an 
indirect control over prices 
in a small part of the econ- 
omy and partial elimination 
of exchange rate fluctua- 
tions. The gain would not 
offset the loss. 

The proviso is that long- 
run domestic monetary 
credibility is secured, as the 
new proposals should do. 
This matters because higher 
inflation cannot bring 
enduring benefits to real 
output The alternative view 
- that the printing press 
turns paper into wealth - is 
as plausible as the alche- 
mists' belief in a stone able 
to turn base metal Into gold. 

As for the difference 
between targets for Inflation 
and money GDP, this is a 
small matter. The former is 
probably better, partly 
because it is clearer. Since 
GDP must be evaluated 
when forecasting inflation, 
inflation targeting cannot 
ignore real activity. But it 
also will not prevent fast 
growth, as is so often 
alleged. It only halts infla- 
tionary growth. 

All the same, the formula- 
tion of the current target - 
as 2J5 per cent inflation or 
less - is a mistake, because 
it suggests 2.5 per cent is a 
ceiling. “Or less” should be 
deleted. The aim should be 
the highest level of eco- 
nomic activity consistent 
with expected inflation of 
2.5 per cent - roughly what 
Mr Alan Greenspan's Fed- 
eral Reserve is trying to 
achieve in the US. 

The fourth objection is to 
the performance of the Bank 
of England. Contrary to pop- 
ular wisdom, its record 
since 1992 has been quite 
impressive. It has been right 
in its disagreements with 
the chancellor over interest 
rates. Those who think it 
bas been mistaken merely 


admire the chancellor for 
his cavalier treatment of his 
own target 

Hie charge that the Bank 
has been unduly pessimistic 
about i nflation is also false. 
If one examines its February 
forecasts for inflation two 
years ahead, one finds that 
It has been In the lowest 25 
per cent of the forecasters in 
three of the past five years 
and in the bottom half in 
the other two. Helped by the 
increased prestige of its new 
responsibilities, , the Bank 
can become an unrivalled 
forecaster, as the Federal 
Reserve already is. 

Finally, critics complain 
that now is the wrong time 
for independence. Again, 
this is the opposite of the 
truth. Monetary policy 
needs to be tightened. It will 
be for easier for the chancel- 
lor to leave those painful 
decisions to the Bank. Simi- 
larly. if he wants to per- 
suade his colleagues to stick 
to bis floral guidelines, he 
ran argue that this is the 
way to obtain the loosest 
possible monetary policy, in 
view of the infla tion objec- 
tive given to the Bank. 

True, Mr Brown will be 
unable to push down ster- 
ling, cost what it may. For 
that, one must give thanks. 
Sterling’s real appreciation 
is a misfortune. Yet it is not 
as damaging as an attempt 
to push the rate down by 
open-ended unsterilised 
intervention would be in 
present economic circum- 
stances. 

The decision to give the 
Bank independence was 
both brave and right The 
chancellor has given Britain 
a sensible monetary consti- 
tution. He bas also given it 
a more than satisfactory 
alternative to monetary 
union: more democratic, 
more accountable; and more 
likely to deliver economic 
stability and low inflation. 
At a stroke, the “wait and 
see" policy on membership 
of a single European cur- 
rency has been made per- 
fectly workable. It is an 
excellent start. 


Personal View • Zbigniew Brzezinski 

The germ of a more 
secure Europe 



Nato has won 
acceptance of its 
right to enlarge 
by recognising 
Russia’s status 

The Founding 
Act on Rela- 
tions between 
Nato and Rus- 
sia due to be 
i signed in 
Paris today bas not precipi- 
tated a shift in Moscow, as 
some predicted it would, 
towards a communist-chau- 
vinist political takeover. Nor 
has it reignited the cold war. 
It involves two major com- 
promises. First, and most 
important, Russia is reluc- 
tantly accepting that the 
enlargement of the Euro-At- 
lantic alliance is unavoid- 
able and that a dominant US 
political presence in Europe 
is an enduring reality. Sec- 
ond, the west is recognising 
that Russia, by virtue of its 
size, must be granted special 
status, but only in a geopo- 
litical setting that forecloses 
any residual Russian impe- 
rial ambitions. 

The Act states specifically 
that Nato has expanded and 
will continue to expand zts 
political functions. This 
acknowledgement or Nato's 
gypanriing role, and explicit 
references in the agreed text 
to Nato's “new members", 
mean Russia is acquiescing 
to an enlar gin g Euro-Atlan- 
tic security “space". That is 
of historical 'ri gnfflnanflp and 
- gcarrmfng good faith - rep- 
resents a break with 
Moscow's efforts since 1945 
to push the US out of 
Europe. 

In turn, the Joint Nato- 
Russia Council that will be 
formed is an acknowledge- 
ment of Russia’s role as a 
regional power it is entitled 
to be Nato’s partner - 
though not its member - 
re garding common security 
issues. Potentially, that, 
arrangement could ittfect 
Russia into Nato’s internal 
decision-making processes 
by dilating, or diverting, the 
central role of the North 
Atlantic Council (NAC). 


Some very responsible advo- 
cates of Nato's expansion 
fear the Joint Council might 
in time even supplant the 
NAC. This would grant Rus- 
sia a disruptive voice within, 
the alliance ; without 
demanding the obligations of 
formal membership. 

The extent to which that 
might happen depends on 
how the consultations in the 
Joint Council are conducted 
and on how co-operative 
R ussia proves to be. Obtuse 
and heavy-handed Russian 
efforts to become part of 
Internal Nato deliberations 
are likely to prove counter- 
productive. Indeed, any con- 
tinued Russian agitation 
against the ratification of 
Nato’s decision to expand is 
likely to circumscribe the 
political influence of the 
Joint Council. The Council 
might then become a debat- 
ing club in which Russian 
complaints against Nato 
were formally registered but 
in practice ignored. On the 
other hand, a co-operative 
Russia might gain greater 
informal access to. Nato and 
even become a de facto asso- 
ciate, the precedent for 
which is provided by Rus- 
sia’s participation, under 
Nato command, in the SFOR 
stabilisation force in Bosnia. 

This, is , hot necessarily a 
cause for anxiety. A more 
responsible and cooperative 
Russia is in everyone’s inter- 
est Moreover, it is difficult 
to envisage a genuinely co- 
operative Russia being alto- 
gether excluded or isolated. 
A democratic and responsi- 
ble Russia - one that did not 
threaten the Baltic states 
nor make territorial 
demands on Ukraine - 
would have to be included in 
the deliberations of the 
European states, and it is 
certainly better to do so in a 
Euro-Atlantic context 

The ' agreement being 
signed in Paris contains the 
potential for satisfying 
Nato's maximum objectives 
while gratifying Russia's 
minhnnm need far some for- 
mal recognition of its past 
status as a global power. 
Nato has succeeded in avoid- 
ing concessions that would 



have created “second-class 
members" as pledges made 
. not to deploy either substan- 
tial. Nato forces or nuclear 
weapons an the soil of the 
new allies are essentially a 
realistic - but also a contin- 
gent - recognition that there 
is no need for either. Implicit 
Is the notion that adverse 
conduct by Russia could 
alter that self-restraint 
One area of doubt is the 
status of the designated can- 
didates for Nato membership 
after July, but before formal 
admission - presumably not 
until April 1999. It would be 
ironic if the new candidates 
were to be left in a no-man’s 
■ land pending the required 
unanimous Nato ratification 
of their membership while 
Russia sits in the Nato-Rus- 
sia Council At the very 
least, the candidates should 
be granted some provisional 
status in the NAC. 

Finally, the agreement 
provides the legal basis for 
continued expansion of the 
alliance by declaring there 
i»an be no “new dividing 
lines or spheres of influence 
limiting the sovereignty of 
any states" and by stressing 
the “inherent right [of all 
states] to choose the means 
to ensure their own secu- 
rity”. For the Baltic states, 
and even for Ukraine, this 
means that the dOOTS to NatO 

will be kept open and that 
Russia will have no right to 
demand they be shut 
The Act has the potential 
to shape a more secure 
Europe closely linked to the 
US. It also creates the pre- 
conditions for a more stable 
relationship between the 
Euro-Atlantic alliance and 
Russia, while blocking any 
lingering nostalgia Moscow 
may have for a special 
sphere of influence in cen- 
tral Europe. Fifty years after 
the rejection of the Marshall 
Plan by Stalin, which led to 
the isolation of the Soviet 
Union and the division of 
Europe, there are the tenta- 
tive making s of a more con- 
structive future. 

The author was national 
security adviser under Presi- 
dent Jimmy Carter 
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Market always shows that it has 
the measure of monopolies 


From Mr Christopher Lmgle. 

Sir, The current transat- 
lantic furore surrounding 
the proposed merger of Boe- 
ing and McDonnell Douglas 
clearly indicates the extent 
to which antitrust legisla- 
tion has outlived its useful- 
ness on both sides of the 
pond. 

By relying on the bogus 
proposition that markets are 
static and not dynamic. boLh 
US and European antitrust 
law subordinate reality to 
political expediency. As I 
teach my students during 
the first week of an introduc- 
tory economics course, in 
the absence of government 
interventions that restrict 


competition, businesses 
earning monopoly profits 
will eventually be disci- 
plined by the market During 
the 1960s, US antitrust law- 
yers raised the spectre of a 
domestic automobile indus- 
try dominated by General 
Motors. Today, losing sleep 
over GM*s market position is 
as absurd as worrying about 
a buggy whip monopoly in 
tbe past century. 

The market destruction of 
monopolies is so certain that 
I offer my students an “A" 
without exams if they can 
identify a producer whose 
actions are injurious to the 
community by under-produc- 
ing and/or over-pricing, and 


which has survived, over the 
long run without govern- 
ment restrictions on the 
entry of competitors. I have 
made this offer for the past 
20 years of teaching econom- 
ics and have yet to deliver 
on the deal 
Perhaps Mr Karel Van 
Miert, the European Union’s 
competition commissioner, 
can provide the answer. 

Christopher Lingle, 
department of economics, 
Weatherbead School of Man- 
agement, 

Case Western Reserve Uni- 
versity, 

Cleveland, 

Ohio 44106-7206, US 


Government induces sense of deja vu 


People who appreciate the finer things in life feel at home in The Landmark London, in pari, it is 
the visual magnificence or this graceful five star hotel, svmbolised by the soaring eight storey high 
atrium, that attracts them. Yet. from guest bedrooms that are amongst the most spacious in London 
Co the imaginatively prepared cuisine served in each of ils three restaurants. The Landmark displays 
a style that strikes a chord with people who, in matters of taste, du not believe in compromise. 
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AS INDIVIDUAL AS YOU ARE 


From Professor Robert Neild. 

Sir. Tbe antics of the new 
UK government give me a 
disturbing sense of deja vu. 

In 1964. when the Labour 
party came to power after 
many years in opposition, it 
committed itself (before con- 
sulting its chosen economic 
advisers, of whom I was one) 
not to devalue, although the 
pound was overvalued. To 
assert its authority, it turned 
Whitehall upside down, in 
particular creating a new 
department of economic 
affairs without considering 
how it wonld work. In 
attempting to avoid devalua- 
tion, it introduced gimmicks , 
notably the import sur- 
charge and the selective 
employment tax. causing 
costly turbulence in the 
economy and the civil ser- 


vice. It was all to no pur- 
pose. It was farced into 
devaluation in November 
1967. When Lord Wilson 
died, the obituaries criticised 
him for having failed to 
devalue earlier. 

Now Labour has come to 
power having made a politi- 
cal commitment not to raise 
taxation although a substan- 
tial increase is needed - or a 
substantial cut in public 
spending that breaches the 
party's electoral promises. 
(See the letter from Profes- 
sor Wynne Godley and Dr 
John Wells, May 23.) 

The chancellor has made a 
show of changing the 
responsibilities of the Bank 
of England before working 
out what the new arrange- 
ment should be. He is 
talking of gimmicks - the 


windfall tax and more priva- 
tisation - to paper over the 
budgetary problem. He no 
doubt feels he most honour 
his promise on taxation, just 
as Lord Callaghan and Lord 
Wilson felt they must hon- 
our their promises not to 
devalue. Like them, he is 
likely to damage the econ- 
omy and to be remembered 
for that - unless he has the 
wisdom to see that untena- 
ble promises are better bro- 
ken early than late. 

The repeated mistake has 
been to renounce for politi- 
cal reasons the use of an 
essential economic instru- 
ment - in 1964 the exchange 
rate, now taxation. 

Robert Neild, 

Trinity College, 

Cambridge CB 2 17Q, UK 


A precedent that must not be allowed 


From Professor Ernst 

Steindorff. 

Sir, Commenting on the 
threat by German public 
banks to withdraw their sup- 
port for the euro if the 
Commission were to find 
they had received illegal 
state aid. your editorial 
"Eurobluff" (May 6) ques- 
tions whether under such 
circumstances the euro is 
worth having. 

I would ask what the euro 


could be worth if in future 
any important group of 
banks, backed by their 
national government, could 
threaten sabotage if they 
were not exempted from 
rules of European law and 
procedure? Pr inapUs obsta ! 

The Commission should 
not create a dangerous pre- 
cedent. It should rather 
remain firm and disregard 
tbe present German pressure 
and attempt at what you call 


“blackmailing". The euro 
will, to some extent, be a 
creature of European law. Its 
stability presupposes law 
abiding-states and hank* 
which refrain from m»iHn E 
the euro a political hostage 
and an object of political 
bargains. 

Ernst Steindorff. 

Hofbrmmstrasse 25, 

81479 Munich, 

Germany 


Re-writing 

language 

From Sir Anthony Bamford - 

Sir, It was reported in the 
Financial Times (“Donald • 
Tsang ponders a cash moun- 
tain", May 15) that when . . 
Hong Kong reverts to China 
on July 1 £55 ^bn of fiscal 
and foreign exchange 
reserves will effectively be 
handed over to China. Do 
these reserves not belong to 
Britain? 

I also understand that - 
entry into Emu would 
require gold reserves of indi- 
vidual member countries to 
be handed over to the cen- 
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Sir Anthony Bamford, 
chai rman and managing 

director, 

JC Bamford Excavators, 
Rocester, 

Staffs STM 5JP, UK 


Driven more 
by fear 

From Mr M. Yokoyama. 

Sir, Regarding Observer's 
item an Japanese banks 
r Going out mi a limo", May 
19), I do not think the defini- 
tion Of a bankin g crisis by 
Mr Soil is adequate; at least 
in the case tit current Japa- 
nese crisis: A few months - 
ago, Bungei Syunjyu; an-' 
influential Japanese 
monthly magazine, reported 
that some desperate~banks . 
really would Hfa* to elimi- 
nate limousines but fear that 
being regarded as not even 
able to keep their hmios 
would cause a jtui biy deposi- 
tors. ' . . 

1 would redefine a banking 
crisis as “when the manag- 
ing director has to be seen in 
his limo to assure depositors 

and to avoid a rim": • 

M. Yokoyama,- . 

261 Qua Gnarara, - 
CEP 1425-001 Sao Paolo, 
Brazil 
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The FT Interview • Boris Nemtsov 



v man 


country 


Russia's most famous provincial reformer tells Chrystia Freeland 
of his plans to help Boris Yeltsin shake things up in the Kremlin 


The- strong showing by the left Leaving aside the Ccammnxfets 
in Sunday’s French ejection is and the National Front with 
not only the sharpest of rebuffs their opposition to Wnm; there 
for President Jacques Chirac is little of snhstance to distin- 
aud lor Mr Alain Jnpp 6 . his guish the Socialists from the 
loyal GaulHst prime minister- It governing RPB/DDP coalition in 
is also a warning for the next European poHcy/} " *’ 
French gover nment — whatever On the economy, the is ■ 

its politi c al colour - about the between five more years' of 
difficulties inherent in modem!- timid reform and the Socialists’ 
sing the country’s economy, promises of public sector Job 
And it is a wanting to leaders in creation and cuts, on working 
the. rest of Europe about the hours. The former wilt-apt 
growing risks associated with transform F ranc e 
their pet project, monetary manic perfonnance; tbe latter — 
r u n on . surely the most archaic pro?. 

When he called the snap elec- gramme of any potential party 
tion almost a year ahead of of govp rnmgn t W^Iib west — 
schedule, President Chirac would make it 'worse, and would 
could not have expected as tight be next to in^os^ble to deliver 
a contest as this. If Sunday’s while fowming ^. Maastricht 
pattern is repeated in the sec- convergence criteria. ' . . 
ond round next weekend,. he ■ . . j 

could well find himself ruling in _ . , . . M 

cohabitation with Socialists and -Political impasse 
Communists . Such a govern- The result could be a deepen- 
ment would at best pursue inco- . log political impasse and grow- 
herent policies on the economy ing popular frustration' at the 
and Europe; at worst, it could Inability of mainstream ■ pOHti- 
reverse much of the progress cians to reconcile the role of the. 
France has made in adjusting to state . with the 'pressures of 
European integration and global international market* And her$ 
free trade over the past . 15 lies the risk for Europe and far 
years. - Emu. 

To squeeze back in the final Mr Lionel Jcepm/the Socialist 
round, Mr Chirac’s centrerigjht leader/ speaks with a forked - 
alliance will be hoping that tongue on monetary union. The 
those, of its natural supporters .’’conditions" he has purported 
who abstained or defected to Mr to seek - that Italy be included 
Jean-Marie Le Pen's racist and that ED governments exer- 
National Front return to the case influence over the Ruro- 
fold. But even if it scrapes a pean Central Rank tb promote 
majority, it is hard to overstate Jobs and growth - are a wish- 
the damage that has already list that differs little from 
been done to the government’s demands the outgoing govem- 
poUtical authority. ment tried ana faffed to insert. 

In his two yeans in office Mr into Emu negotiations. 

Jupp£ has been a cautious But they strike an undoubted 
reformer, moving crab-wise in chord with the French elector^ 
pursuit of the liberalisation ate, and a distinctly dissonant 
required to improve economic one in. Germany- No German 
performance and the fiscal government could agree to them 
stringency needed for France to and hope to be re-elected, 
join the single European cur- Equally^ if they aiie not met add 
rency. His reward from the vot- Emu takes place on -schedule in 
ers w as a howl of pais. - 1999, French politicians could. 

feel increasingly tempted Jh the 
j- „ next tew years to blame Emu, 

Little di s tin ction and Germany, for many of their 

The problem for whoever sue- coxmtry's woes, 
ceeds W m as prime minister is European leaders, and Chah- 
that it is easier to tmaghie what cdlor Helmut Kohl in jwrticu-. : 
the electorate was protesting lar. should ask. themselves 
against - chronically high whether the risk of.suchthvi- 
unemployment, government sivenass could outweigh 'the 
spending cuts, globalisation - benefits of securing m on e ta r y 
than what it was voting far., union an schedule- 

Iran votes 
for change 


To squeeze back in the final 
round, Mr Chirac's centre-right 
alliance will be hoping that 
those, of its natural supporters 
who abstained or defected to Mr 
Jean-Marie Le Pen’s racist 
National Front return to the 
fold. But even if it scrapes a 
majority, it is hard to oversta te 
the damage that has already 
been done to the government’s 
political authority. 

In his two years in office Mr 
Juppe has been a cautious 
reformer, moving crab-wise in 
pursuit of the liberalisation 
required to improve economic 
performance and the fiscal 
stringency needed for France to 
join the single European cur- 
rency. His reward from the vot- 
ers was a how] of pais. 

Little distinction 

The problem for whoever suc- 
ceeds him as prime minister is 
that it is easier to imagine what - 
the electorate was protesting 
against - chronically high 
unemployment, government 


There can be no mistaking the 
yearning for change shown by 
I ranian voters who last Friday 
buried the favoured presidential 
candidate of the mullahs in a 
landslide. On a 94 per cent tom- 
out of the nearly 33m Iranians 
aged 15 and over eligible to 
vote, Mobammad Khatami, the 
former culture minister sacked 
in 1892 tor liberalising the 
Islamic revolutionary regime’s 
social controls, defeated 
front-runner All Akbar Nateq- 
Nouri, the conservative speaker 
of tbe Mentis (parliament), by a 
margin of nearly three to one. 
The west should seize this 
remarkable outcome as a 
chance to rethink its ragged 
approach towards Tehran. 

Mr gTMftwnf , a middle-ranking 
Sfoia cleric and intellectual, is 
not exactly an outsider'. But he 
bag decisively won the confi- 
dence of Iran's Intellectuals and 
the Islamic left, its women and 
its young He was also backed 
by businessmen anxious to see 
the state-dominated economy 
opened up, and by the techno- 
crats brought into" government 
by tbe departing president. Ali 
Akbar Hasheml RafeanJanL. 

Partly, Iranians were reacting 
against the invasiveness of the 
mullahs and their street-gangs 
- the tightly-enforced dress and 
social codes, the censorship of 
boobs, music and films. Mr Kha- 
tami, a linguist and student of 
de Tocqueville and German phi- 
losophy, is by contrast the most 
outward-looking leader to 
emerge to Iran since the 1979 
revolution against tbe Shah. 

More predictable 

He is not, however, <fce leader. 

Ayatollah All Khamenei, the 
supreme spiritual guide and 
successor to the late Ayatollah 
Khamenei, remains in charga 
But a reconfigured leadership is 
anwging which could produce 
more stable policy-making and 
an Iran more predictable to its 
neighbours and the west. Mr 
waffcanjani becomes number 
two, absorbing same of Khame- 
nei's powers as head erf tbe sug- 
gestively named. Ass emb ly tor 
Diagnosing tbe Interests of the 


^t»nt Mr Rafsanjani had pulled 
Iran's faction-ridden leadership 
away from zealots urging the 
export of the revolution towards 
a “diagnosis" of Inin’s 
"interest and developed-, Triads 
rangei- i 

ran ja^T^so beep bssiatibpaly ;5 
rebuilding^ relations with' the i 
Arab states of the Gulfi in cen- 
tral Asia it has. bean politically 
cautious if wmmerctally aggres- 
sive; to Afghanistan ff has exco- 
riated the medieval tondamen- 
fotism of the Taliban. 

Rational governance , 

Indeed, painting 'the Nateq- 
Nouri 'camp as the Iranian Tali- 
ban was one of the Khatami 
campaign’s most resonant tac- 
tics in tb A election; whkfo also 
focused an -the creation of Jobs 
and the curbing of inflation and 
corruption. These early signs erf 
a realigned leadership intent on 
more rational governance 
should spur a review Of US and 
EravpeaniUnlon policy. - •: 

W ashing ton's efforts to isolate 
Iran hove boosted the regime’s 
image erf itself; justified its per- 
vasive controls and permanent 
mob ilisatio n,' and done little to 
weaken the economy. ED anger 
at US attempts to make it fell 
into Tim* on sanctions has also 
enabled f Tefcraii to, play the 
western off against each 

other. 

A more mzanced and unified 
approach is advocated in the 
current issue of Foreign Affairs. 
Two former US national secu- 
rity advisers, Zbigniew Brzezin- 

riri. and Brent Scow croft, mid a 
former finance minister to the 
Shah, Jahangir Amuzegar. 
argue few the .use bf carrots as 
well as sticks. Such an approach 
would centre 00 - the most 
threatening! aspects of Iran’s 
behaviour - its alleged attempts 
to acquire nticlear weapons 
capability OT spcmsarsbip of ter* 
rorism - and set these against 
rewards for : co-operation Jike 
l«ar|fl and investment to .mod-, 
arnise Iran'safl, petrochemicals 
■end gas industries, this rat ional 
approach wffi la* owre cosh-. 


■ Before agreeing, to. 

abandon the safety 
of his provincial 
governorship .'fix' 
tins, treacherous 
wqrld of Moscow 
politics, Mr Boris Nenrtsov. iRus- 
' sfa's first deputy prime ’ minister, . 
had a question Tor the Russian. 
poresWent ; ^ _ 

. .“I said. _ Born Sffirilaeyich, how 
do you want. tb; go down in his- 
toiy?*,''- Mr iNenfrsov recalls, stir 
ting in J tiie . large White House 
office he now^hifotts with easy 
familiarity. u, A£a good and great 
. tsar who. led Rm«ia out of trem- 
bled times into a period of nor- 
mal ; democratic development 
with a‘ growing economy and 
without., social conflicts. Or do 
you want the ctitoraiyT” 

The ErefoUn; Chief* s answer 
was exactiy Nvhat Mr Nemtsov 
wanted to hear. “He said, T do 
. not want to live in a bandit 
I state’.” And on the strength of 
that declaration, Mr Nemtsov — ■ 
then governor '.of Nizhny Nov- 
gorod $nd . a proud outsider 
whose autobiography le titled 
The Provincial - came to Moscow 
to help 'the tear do battle with the 
“bandits". 

than three m onth* after 
roaring into the cabinet, Mr Nem- 
tsov has begun a frontal attack 
on many of the Vested economic 
interests he blames for Russia's 
“condition of . stagnation, with a 
. high level of corruption and ban- 
ditry”. 

The new minister has made 
significant inroads into the 
-power.of .Russia's natural monop- 
olies. He has installed a trusted 
first lieutenant, Mr Boris Brev- 
nov, as head of the national elec- 
tricity company, and farced Gaz- 
prom. the natural gas behemoth, 
to pay taxes to the government 
and dividends to its shareholders. 
He has begun to break tbe state’s 
cosy relationship with a coterie 
of friendly hanks and is introduc- 
ing a system of open, public ten- 
ders for all state procurement Mr 
Nemtsov is hoping to overhaul 
Russia's expensive and ineffec- 
tive social welfere 'system. 

j£ the governm ent manages to 
follow through, on these initia- 
tives, Mr Nemtsov is -confident 
that Russia’s 'jxme of troubles will 
draw to an ehd. “The most terri- 
ble time Is behind us," Mr Nem- 
tsov predicts; “This year is deci- 
sive in the sense that if the 
[necessary] decisions are taken — 
if changes are made tn the tax 
laws, if we succeed tn controlling 
the prices of the natural monopo- 
lies and changing the absurd sys- 
tem of social support - then I am 
convinced that growth in Russia 
win happen." 



goal - to ensure economic 
growth, Chubais needs that like 
the air itself; because with his 
reputation in Russia, that is the 
only way he can prove he is not a 
camel," 

Mr Nemtsov also says the two 
young first deputies enjoy the 
backing of Mr Victor Chernomyr- 
din, the prime minister and long- 
time patron of the natural 
monopolies, including Gazprom 
of which he was the former head. 
“Gberncxmyrdin is a very wise 
man. He takes the right deci- 
sions. he does not have this rigid 
quality that you see in some old 
people,” Mr Nemtsov enthuses. 


S ome of - this praise 
should undoubtedly be 
attributed to Mr Nem- 
tsov’s reluctance to 
antagonise Mr Cherno- 
myrdin, who remains a powerful 
political force notwithstanding 
the steady erosion of his author- 
ity by the new cabinet team. But 
at least superficially, the grey 
veteran of tbe Soviet era does 
seam to have found a modus Viv- 
endi with his young deputies. 

Mr Nemtsov is less conciliatory 
towards Russia’s regional lead- 
ers, the powerful provincial gov- 
ernors who just months ago 
counted Mr Nemtsov among then- 
number. Now Installed in 
Moscow, the minister who is 
viewed as one of Russia's leading 
democrats takes an authoritarian 
line towards the provinces. 

Consider his message for Mr 
Yevgeny Nazdratenko, the popu- 
lar elected governor of Russia’s 
Primorsky region on the Pacific 
coast, whose mismanagement 
has brought a wrenching energy 
crisis. “We will bring order to 
Primorsky region with steel: 
those who get in our way will be 
swept away,” thunders Mr Nem- 
tsov. “He will answer for organis- 
ing disorder. We have courts, we 
have a president, we have provi- 
sions far a state of emergency. So 
do not worry. He will do what we 
tell him and that will be alL” 

This is tbe tone of a self-confi- 
dent leader who may well see 
himself as a prospective “tsar-fa- 
ther", when Mr Yeltsin's term 
runs out in 2000. Although Mr 
Nemtsov discl a ims presidential 
ambitions, he is the country's 
most popular politician. 

Yet even as Mr Nemtsov seeks 
to shake up Russia's powerful 
monopolists, he is kept earth- 
bound by tbe tremendous con- 
straints of the country’s stffl-pow- 
erfnl. and largely unreformed. 
Soviet-era bureaucratic machine. 
Mr Nemtsov complains that the 
system is “inertial” and that it is 
“very difficult to push through 
decisions”. 

He himself is a living example 
of one of the most absurd and 
harmful relics of the Soviet 
regime - a registration, or pro- 
piska, system which requires the 
residents of Russia's main cities 
to have living permits. Coveted 
Moscow propiskas are so hard to 
acquire that Mr Nemtsov has not 
yet managed to obtain one, mak- 
ing it Impossible for his family to 
move with him to the capital 
“They will not register us," 

says Mr Nemtsov, who one day 
might well be preriding over the 
Kremlin. So for now: “I am a 
homeless person, a bum." 


The biggest error, Mr Nemtsov 
believes, was the government’s 
failure to regulate Russia’s natu- 
ral monopolies - lumbering. 
Soviet-era titans whose ineffi- 
ciency and corruption has 
stunted economic growth. 
“Monopolies became sources of 
stagnation in the economy,” Mr 
Nemtsov says. “They put a brake 
an Ihe development of potentially 
competitive sectors, and became 
the sources of a great amount of 
corruption.” 

Nor has Mr Nemtsov hesitated 
to challenge the authority of 
these corporate giants- Even Gaz- 
prom, which be says accounts for 
a quarter of tbe state budget and 
has a correspondingly influential 
voice, has come under fire. Mr 


Repeatedly broken promises of Nemtsov bluntly describes a 1998 


economic growth from the Rus- 
sian leadership biewn Mr Nem- 
tsov's upbeat forecast is likely to 
provoke healthy scepticism. But 
a slew of mildly hopeful eco- 


agreement between Gazprom 
bosses and the government as 
“theft”. Yesterday be replaced it 
with a more western-style arra- 
ngement, depriving Gazprom 


Domic results, including indica- managers of lucrative share 


tians that Russia’s decade-long 
economic decline may have bot- 
tomed 'out wnri signs that flight 
capital' Is being repatriated, add 
some credence to his pledge. 
Even more significant is the 
extent to Which the minister has 
not hesitated to identify, and to 


options that could have made 
them immensely rich. 

Mr Nemtsov is equally scathing 
in his assessment of share-for- 
loans auctions, a series erf shady 
transactions which transferred 
control of some of Russia's most 
valuable companies to govern- 


unpick, the miRtnfe** made in the ment insiders at bargain prices. 


first five years of President Yelt- 
sin’s administratian. 


These sell-offs are “the birth- 
marks of our dark past”, he says. 


All fixture privatisations, includ- 
ing that of Sviarinvest, a contro- 
versial telecoms deal, will be fair 
and open. 

More menacingly, at least from 
tbe standpoint of the Russian 
financial tycoons who were tbe 
chief beneficiaries of the shares- 
for-loans sales, Mr Nemtsov pre- 
dicts that their results will be 
disputed in the courts by those 
who missed out “If the govern- 
ment behaves itself dishonestly 
then it could all be very quiet, 
but if it behaves honestly then 
everything must end with a big 
conflict” 

These are fighting words, and 
one might have expected that the 
37-year-old former physicist from 
the provinces would soon have 
been devoured by Moscow's eco- 
nomic masters. But that has not 
happened yet One reason may be 
that Russia's robber barons are 
beginning to tire of the 
free-for-all of the past decade and 
to long for respectability and sta- 
bility, says Mr Nemtsov. 

“The lobbyists have became fed 
up. They are simply tired of the 
constant underground battle and 
many of them want understand- 
able, dear rules, which are iden- 
tical for everyone,” Mr Nemtsov 
says, lighting a second cigarette 
and sipping his tea. “You could 
say, broadly, that the period of 
initial accumulation of capital - 
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which always, even in America, 
was accompanied by banditry, 
corruption, lobbyism, and so 
forth - that period is ending in 
Russia.” 

Yet, as Mr Nemtsov hastens to 
add, this virtuous transformation 
depends upon tire sustained polit- 
ical will of Mr Yeltsin, whom Mr 
Nemtsov refers to only half ironi- 
cally as "tsar-father”. In politics, 
“only power is respected”, Mr 
Nemtsov says. “So long as I have 
support from the president and 
the people, I think it will be easy 
for me. If not. then I think all 
those who have become scared 
and quiet could again appear.” 

As well as backing from the 
“tsar-father”, Mr Nemtsov says 
one of tbe great strengths of the 
current .administration is the 
unity among its ministers. He 
insists emphatically that he and 
Mr Anatoly Chubais, Russia’s 
other first deputy prime minister, 
are allies rather than rivals. The 
two men have no choice but to 
cooperate, he says, because both 
of their political careers depend 
on a single achievement bring- 
ing economic growth to Russia. 

As Mr Nemtsov sees it, this 
task is particularly pressing for 
Mr Chubais, whose involvement 
in the painful, scandal-ridden 
first stage of economic reforms 
has made him a national pariah. 
“Chubais and I both have one 




' ' . out trf office in 1993. - 
. Looks like the only, patties \ 
payingfrzB rent are the fringe 
. groups^ Same; such as the ’ 

, ; “anti^ENA.7 candidates attacking 
^ ;tbe eifte ehfi : .service training 
■y college inFaris, can hardly ' 
expoctany offers of free 

jiwymmtvMi nn f hwn that. .. 

quarter.' y.: ■ . 


Mahathir, who Is ntzponred to; be 
in failing health, was ready wifi 1 ' 
a response when asked on a visit 
to London if he plann ed to hand - 
over power soon. ‘‘At some stage 
or another T have to stop befog, 
prime minister dne to natural . 
factors or voluntarily. There is. 
no way a person can stayed as 
prime minister after hois dead.” 


;6€iiisbr pride Congo line 
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i6‘ be outdone, the 


years as fffesi - 


It appears, cleared the way. 
towards, more rational govern-: 
meat to fhair country. ’..f - • 
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^pcqqisdhgaccommodation 
fenhS^owned for /Urtia, the. 


£5Xtegal«odahst party financi ng 
pjrshaai which helped boot tbe left 

w, >'v ■ 


.. ■ii^Wbtoferartricting.; ; - 
‘ - infeamatiem not censorship? . 
When the prime minister says it 
isn't.;;; • .V- 

• p remi er MahaV'hlr 

' Mohamad has beet? tra wifog ' - 
rwoild centres of 7T development 

fn d nWn.-n p Tn Mtmwaa /hr ft 

purpoee-taiQt hi^i-technology 
etty near Kuala Lumpur. But 
information-based companies are 
wary - they fear that a 
government which controls most 
of the news media and a PM who 
says televi^on presrammes 
’ should be assessed on their 
likelihood to promote good 
behaviour might want to censor 
thefrloiernet output 
Mahathir doesn’t see fha 
pipblem, believing that 
journalists will censor * 
themselves. Ifaayone tries to 
print scnrtikrtis material from 
the net, then tbe plan is simply 
to keep the results out of the 
bands of onfcnaty Malaysians. 
Perhaps tired wtth tbe endless 
redefining of censorship, ^ ^Dr . 


. ■ Sfymbolism comas to toe fore 
in times irfrevofoticiin, and Zaire 
^ sorry, the Democratic Republic 
of Congo - is no exception. Since > 
the Alhartce of Democratic 
Forces took power a week ago, 
Kinshasa residents have been ■ 
erasing all vestiges .of 
ex-president Mobutu Sese Seko. 
His picture has gone from 
countless walls and a bust cl the , 
■president's mother has , 
disappeared from what is now 
Con^ G«aeral Hospital - : 

The pre-Mobuto gniistarred 
, blue flag flies in embassy 
compounds while newspapers 
have published the wqrds of • 
Debut Conffolcds, the natinnal 
anthem jettisoned by Mobuto. 

The broadcast media has - 
quickly dumped pro-Mobutu 
sycophancy, althpu^tsome 
journalists still get coiitosetl \ 
Each morning at least me radio 
presenter announces: “Good • 5 

miming this jg ffie Voice (jf -V 

Zaire... . I mean, Vtdce of 
Congo.”. .‘.j ' v * 


Fruit In California 
Young gentlemen with plenty 
- of money and a roving tarn of 
mind who may be tempted by 
advertisements to go- and ; ? • 
grow fruit in Cahforfua would 
. do well before purchasing ; 

' their outfit to study a recent . 

. .Consular report, and it ia odds 
on that they will fftayga (heir 
mtods. Tbe report Shows ; ' 

• among other things that the 
value of land in Cafiffonfa has 
{alien in the past few years, 
and that any but the b«st 
lands are now almost :: 

• unsaleable. Fbr tbisvery 
reason American agents are 
eager to seDland to hqvices. 

50 years ago 

Strike Threat In France 
to a speech before the 

• Chamber, M-Ramadla-, after 
having again stressed the . 
economic dangers involved to - 
the mass demonstration, 
against contnds, stated flatly. :* 
that the Government will not 
give way to any strike, threap • 
and be mentioned in tina 1 
connection that new - * ; 
•proposals w»e elaborated last 
night in view of the- 
settlement of the wages 
dispute. This settlement is 
di^lycriticlsed.bythe. 
Crnmnonist-conttolted > 
General Confederatiodof 1 ' ; ; 
Labour, the CG.t: ■;:v < V ;*■' ' 
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Deputy PM reassures foreign investors 

Russia ‘will protect 
Gazprom shareholders’ 


By John ThomhiB and 
Chrys&a Freeland in Moscow 

Mr Boris Nemtsov, Russia's 
first deputy prime minister, 
has promised that the interests 
of foreign investors in Gaz- 
prom, the giant gas mnnn pnly, 

will he protected in any gov- 
ernment action to simplify the 
company's dual shareholding 
structure. 

“No matter what happens, 
shareholders including those 
who bought shares on the Lon- 
don and New York exchanges 
will not suffer,” Mr Nemtsov 
told the Financial Times. 

His comments follow a tur- 
bulent trading period for Gaz- 
prom's international shares, 
which are held in the form of 
American Depositary Receipts. 
These fell heavily this year 
after foreign arbitrageurs 
skirted government restric- 
tions limi ti ng their ownership 
of Gazprom shares to 9 per 
cent by buying the cheaper 
domestic shares through Rus- 
sian-registered "grey" funds. 

The international share 


price has since bounced batik 
as Gazprom has vowed to 
crack down on these foreign 
“swindlers”. But the uncer- 
tainty has frustrated Gaz- 
prom's attempts to raise addi- 
tional equity ffrmnng abroad. 

Mr Nemtsov said the confu- 
sion over the dual sharehold- 
ing structure had banned both 
share markets. The govern- 
ment is considering various 
p lans to clarify the sit uation. 

But Mr Nemtsov said strict 
limits would always be placed 
on foreign ownership of Rto- 
sia'a biggest company. “To lose 
control over Gazprom means 
to lose sovereignty over Rus- 
sia.” 

In its attempts to exert 
stricter control over Gazprom's 
activities, the government yes- 
terday concluded a new trust 
agreement with the company 
settling how the state’s 40 per 
cent shareholding would be 

mana ged, 

Mr Rem Vyakhirev, Gaz- 
prom's chairman, will retain 
responsibility for the state’s 
shareholding. He will be 


accountable to a 10-person gov- 
ernment board, headed by Mr 
Nemtsov. 

Every three months, Mr 
Vyakhirev will have to report 
to this board and must pro- 
duce a full audit every year. 
His salary win be linked to the 
company’s dividend payments. 

ABN-Amro, the Dutch bank, 
and Goldman Sachs, the US 
investment bank, confirmed 
they had been awarded a man- 
date to raise $Zbn-$3bn of debt 
finance for Gazprom. Within 
one month. Gazprom will 
receive up to $lbn from a 
bridging loan, which wffl be 
syndicated. 

The two banks also aim to 
raise more than gLbn from a 
eurobond issue within the next 
six months with an additional 
SSOOm to $lbn being raised via 
convertible bonds. Mr 
Vyakhirev haw promised that 
Gazprom win pay Rbs7,000bn 
(¥L2bn) of overdue taxes to the 
government by June 10. 

New man in bandit country, 
Page 19; Polish deal. Page 24 


German parties closer to 
deal on tax system reform 


By Ralph Atkins In Bonn 

German government and 
opposition parties yesterday 
moved closer to a deal to 
reform the country’s complex 
tax system, after the break- 
down of formal negotiations 
last month. 

Bonn government leaders 
welcomed elements of a Social 
Democratic party (SFD) plan 
to cut basic income tax but 
make companies pick up much 
of the bill by adopting tighter, 
US-style treatment of financial 
reserves. 

Mr Wolfgang ScMuble, par- 
liamentary leader of Chancel- 
lor Helmut Kohl's Christian 
Democratic and Christian 
Social Union alliance, warmly 
welcomed SPD su pport for cut- 
ting some corporate rates 
while broadening Germany's 
tanr 

Mr ScMuble also welcomed 
signs that the SPD might 
accept a cut in the top rate of 
Income tax ft ora 53 per emit 


Both sides agree an catting the 
lowest Income tax rate from 
25.9 per cent to 15 per cent 

The rapprochement between 
the SPD and the gov e r n ment 
follows the collapse of negotia- 
tions in April, which cast 
doubt on Germany’s willing- 
ness to accept structural 
reform. 

SPD s u pport is important 
because the party dominates 
the Bundesrat, the second 
chamber of Parliament which 
has to approve the plans. 

The lander, or federal states, 
have put pressure on Mr Oskar 
Lafontaine, the SPD leader, to 
strike a deal with the govern- 
ment, because they are anx- 
ious to see reform of tax anom- 
alies which hit their budgets. 
The SPD is also afraid it might 
alienate voters with its block- 
ade tactics. 

However, yesterday’s SPD 
plan envisaged a much smaller 
net tax reduction than the 
DMSObn ($174bn) a year pro- 
posed by the Bonn coalition. 


The SPD suggested the govern- 
ment might have to delay 
plans to cut from 7 J5 per cent 
to 5J5 pm* cent the solidarity 
surcharge (levied on income 
tax payers to pay far eastern 
German redevelopment), in 
whic h case the impact of the 
SPD plans would be neutral. 

Moreover, business would 
bear the cost of an initial cut 
In basic income tax to 22 per 
cent from January 1998, as 
well as for hi gher personal and 
child allowances. Although the 
tax on reinvested profits would 
fall from 45 per cent to 36 per 
cent, the SPD suggests using 
similar standards to the US for 
determining corporate profits 
and treating hidden reserves. 
The SPD calculates this could 
raise more than DM19bn. 

Meanwhile, Chancellor Kohl 
berated the Free Democratic 
party, the junior member of 
his coalition, for ruling out at 
the weekend increases in indi- 
rect taxes to plug gaps in the 
budget 


Roche deal I Italian referendum call 


Continued from Page 1 

bridging loan or use internal 
funds. On the basis of the pub- 
lished information, the acquisi- 
tion should result in a good- 
will charge of $8bn. 

Roche shares jumped on the 
news of the takeover but fell 
back to close SFT185 lower at 
SFr 13,005. 


Continued from Page 1 

proper name — it was a propa- 
ganda display. But our reply 
must be political, carrying out 
reforms that strengthen the 
unity of Italy and modernise 
the state.” 

Last week, bipartisan pro- 
posals were unveiled in parlia- 
ment to introduce a federal 


system of government that 
would radically alter the post- 
war system of power and 
administration, devolving all 
but a small proportion of activ- 
ities to the regions and munici- 
palities. 

The push behind the move 
to federalism has been a desire 
to head off the secessionist 
demands from the League. 


Cigarette 
brand row 
sparks 
lawsuit in 
Australia 

By NOdd Tait 'm Sydney 

The Australian divisions of 
two of the world’s biggest 
tobacco companies are locked 
in a legal wrangle over alleged 
“misleading and deceptive 
conduct” in the market which 
is worth ASfibn ($4.6bn) a 
year. 

WJ>. & H.O. Wills, which is 
owned by Britain's BAT 
group, is suing Philip Morris, 
dahwing that its US competi- 
tor’s new cigarette brand, to 
be called “Summit”, has been 
packaged deliberately to look 
like its “Horizon” brand. 

Wills' launched Horizon in 
1991, and has rapidly built up 
market share. It now accounts 
for about 14 per cent of the 
Australian tobacco market. 
Philip Morris had scheduled 
the launch of Summit for next 
month. 

In its federal court filing. 
Wills is asking for Philip Mor- 
ris to be restrained from man- 
ufacturing the new brand and 
for it to give up existing 
stocks so that they can be 
destroyed. It is also seeking 
unspecified damages. 

The lawsuit is the latest in a 
series of battles between US- 
based Philip Morris. Wills and 
Rothmans for share In the 
contracting Australian ciga- 
rette sector. There was a sig- 
nificant price war two years 
ago. 

Wills said yesterday that 
“areas of commonality” 
between Horizon and Summit 
Included blue colouring, the 
style of lettering and the use 
of a white bird motif. Horizon 
uses a cloud motif, and Wills 
also had a bird symbol as its 
corporate logo. 

Wills said yesterday that its 
lawyers had previously writ- 
ten to Philip Morris asking for 
a voluntary withdrawal, bnt 
they bad failed to achieve 
this. 

Yesterday, Philip Morris 
said only that it had received 
news of the legal action late 
on Friday and had briefed its 
lawyers. The first hearing in 
the case will take place tomor- 
row afternoon. 

The Australian tobacco mar- 
ket has been highly competi- 
tive recently and the 1995 
price war is estimated to have 
cost the big companies several 
hundred million dollars. 

Philip Morris was generally 
regarded as the “winner” of 
that battle in market share 
terms, bnt at considerable cost 
to its bottom-line profits. 

The US-owned company is 
the largest operating in the 
Australian market, hut is fol- 
lowed fairly closely by Roth- 
mans and Willis. 

Wills said that legal action 
against alleged “copy-cat” 
brands had occured in the 
past, but that such cases usu- 
ally involved smaller competi- 
tors. 


WEATHER 


Europe today 

The British Isles and most of France 
win be sunny. 

The Benelux will be partly cloudy 
with the possibility of showers. 
Germany may also have showers, 
while rain is expected In the east 
Low pressure in this area will bring 
rain to Poland. 

The Alp countries win have sun 
mixed with cloud. Eastern Austria 
will be showery. 

Western Spain and Portugal wfll 
have rain and some thunder 
showers. 

The Balkans will be mainly dry with a 
mixture of sun and cloud. Turkey will 
be showery, mostly in the north. 

Five-day forecast 

High pressure will remain over the 
British Isles, bringing settled 
conditions. The Benelux and 
northern France will be unsettled. 
Low pressure west of Portugal wiD 
continue to bring unsettled 

conditions to the Iberian peninsula 
Another low pressure system wfll 
bring cloud and rain to eastern 
Europe. 
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SB nation at 12 GMT. Temperatures maximum for day. Fanouts by Mateo Consult of the Natharianets 


Abu Dhabi 

Aeon 

Algiers 

Amsterdam 

Athens 

Atlanta 

8. Aires 

B.ham 

Bangkok 

Barcelona 


Maximum 
Celsius 
fair 39 
fair 30 
fair 32 
shower 15 
fair 26 
shower 27 
fair 15 
sun 19 
shower 35 
sin 25 


Berlin 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

CJagon 

Cairo 

Capa Town 


shower 22 
ter IS 
ter 21 

rain 13 
fair 26 
thund 20 
fair 33 
fair 16 

shower 17 
drzd 12 
sun 33 
shower 15 


Carrftff 

CwaWiwM 

Chicago 

Cologne 

Dak* 


DeH 

Dubai 

Dublin 

Dubrovnfc 

E tU n to ur g h 


ter 31 
aim 20 
fair 24 
fair 16 
shower 15 
ter 27 
sun 32 
8U1 40 
eun39 
Sun 20 
ter 23 
8U1 IB 


Faro 

Rmfcfurt 

Geneva 

Gibraltar 

Glasgow 

Hambwg 

Hetenld 

Hong Kong 

HonoWu 

tstanbd 

Jakarta 


shower 21 
ter 18 
sun 24 
Ur 25 
sun 19 
shower 13 
ter 15 
ter 31 
sun 29 
shows' 17 
ter 32 
sun 17 


Malta 

Manchester 

Manila 

Melbourne 

Mexico City 

Miami 

MRan 

Montreal 

Moscow 

Munich 


sun 25 
sun 30 
sun 26 
sun 18 
shower 33 
ter 17 
shower 26 
ter 32 
ter 24 
sun 16 
cloudy 12 
shower 20 


Rangoon 

Reykjavik 

Rto 

Rome 

S. Frsco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 


No global airline has a younger fleet. 


Lufthansa 


Kuwait 
L Angeles 
Las Palmas 
Lima 
Lisbon 
London 
LuxJsoug 
Lyon 


Mr 35 

Nairobi 

Mr 25 

Tokyo 

sun 41 

Naples 

sun 26 

Toronto 

ter 27 

Nassau 

ter 31 

Vancouver 

ter 25 

New York 

ter 18 

Venice 

ter 25 

Nice 

sun 25 

Vienna 

thund 24 

Nicosia 

sun 28 

Warsaw 

ter 21 

Oslo 

OZZI14 

Wasrtngton 

ter 17 

Paris . 

sun 22 

Wellington 

sun 26 

Perth 

shower 19 

Winnipeg 

ter 22 

Prague 

shower 14 

Zurich 


chower 34 
rain 11 
ter 24 
sun 27 
fair 22 
ter 25 
fair 33 
fair 15 

ter 22 
ter 20 

Ur 24 
sun 27 

fair 22 

fair 16 
fair 19 
fair 23 
shower 17 
rain 12 

Sin 21 

shower 13 
fair 18 
sun 19 




THE LEX COLUMN 


Left hook for Chirac 


Even if France’s centre-right 
coalition fares better in next Sun- 
day’s second round of voting. Presi- 
dent Jacques Chirac's gamble on 
railing a snap parliamentary elec- 
tion will have backfired. Instead of 
a vote of confidence in a pro- 
gramme of fiscal tightening and 
structural reform, he got a dear' 
statement that French voters have 
no stomach for more suffering. 

Moreover, the swing to the social- 
ists in the first round of elections is 
clearly not good news for European 
economic and monetary union. The 
socialist leader, Mr Lionel Jospin, is 
committed to Emu, but on tains 
that look unpalatable for neigh- 
bouring Germany. He has Insisted 
on no more fiscal tightening, looser 
interpretations of the Maastricht 
criteria and initial entry for Spam 
and Italy. And while prime minister 
Alain Juppe’s centre-right govern- 
ment could still end up with a piti- 
ful majority - indeed that remains 
the most likely outcome - It will 
lack the supp or t to Implement its 
programme for liberalising the 
economy in preparation for Emu. 

Whatever the results of next Sun- 
day's poll, it is hard to see why the 
CAC-40 index is still mare than 100 
points higher than when elections 
were called. Mr Jospin’s commit- 
ment to policies which would raise 
labour costs and halt privatisations 
is at odds with investors’ dreams of 
economic liberalisation. And even If 
Mr Juppe's successor gets power, he 
will hardly have a mandate for 
tough reforms. The retail banks and 
car manufacturers look most 
exposed to the backlash. 

Roche 

Roche has finally pounced. And far 
from the predicted hostile bid for a 
quoted drugs company, it surprised 
with the agreed gllbn takeover of 
Boehringer Mannheim, a private 
German company specialising in 
diagnostics - the clinical laborato- 
ries, machines and reagents used to 
test for diseases, rather than beat 

thaw 

While this will not do much for 
the share prices of Zeneca and other 
oft-mooted targets of Roche, it 
makes the Swiss group the global 
number one in diagnostics — in line 
with its public target of being world 
leader in all its businesses. The 
enlarged group will have extra mar- 
keting muscle to push Roche's new 
PCR tests, which can detect cancer 
and genetic diseases, and there 
should be cost savings from merg- 
ing the two operations. Boehringer 



Mannheim also a few, mainly 
older, drugs and owns 84 per cent at 
DePuy, a US-based manufacturer of 
artificial Joints. This is a new area 
for Roche, but one offering juky 
margins of nearly 30 per cent 

First and foremost, however, 
Roche is doub l i ng up in diagnostics, 
a fiercely competitive marketchar- . 
acterised by falling prices. Boehrin-' 
ger Mannheim’s diagnostics mar- 
gins are just over 10 per omit, half 
those of a typical drag 1 - company. 
Yet Roche is paying 24 times this, 
year's expected Mmingg - the kind 
of multiple Glaxo paid for Well- 
come. And with its SFrSfan cash pile 
spent, Roche's ambition of becom- 
ing a leader where it really matters 
- in pharmaceuticals - looks far- 
ther away than ever. 

ITT Corp 

In the three months since ITT 
Carp's management gained the 
added performance incentive of a' 
hostile hid, it has done little the 
bidder, HHtan Hotels (HHC). could 
argue with. Gone are head office 
staff, shares in Alcatel Alsfhom and 
investments in Madison Square 
Gardens and televisual, bringing in 
tLSbn. However, management h«« 
now started selling hotels, and ITT 
investors may be getting nervous. 

HHC's promise to increase its 
$6.5bn bid is on ice until November, 
when ITT management’s future is 
put to the vote at an animal general 
meeting. So management has six 
months to tilt the playing field its 
way. Creating more value than 
HHC offers will be difficult It could 
give disposal proceeds back to 
shareholders to buy some friends. 
But HHC conservatively estimates 
it would realise $10Qm a year of cost 
savings from absorbing ITT. Hurt 
has a net pre sent value of about 
$lbn, which FIT'S management 


would struggle to match.. It could 
merge Its .gaming business with a 
competitor to achieve some of those 
synergies »pd then try to secure 
another hotel deal - oe ajnore yalu-. 
able offer from HHC. Biit cr^tmg 
more than $lbu of r demonstrable 
value In' just six months looks a 
daunting challenge. ... 1 

At least last week’s $200m hotel 
sale does not whiff of a scorched 
earth defence. But it underlines the 
p ossibi lity that management could 
take strategic risks to get itself out 
of a corner. AH things being equal. 
Nov emb er will bring TIT : an offer , 
pitched :at id to 20 per cent above : 
'.tire current 'price - hut. ITT could j 
always pre-empt .that with a roll of 
the dicel ■’ 

Signet 

For £L99 you. can get half a dozen 
- Signet shares or a pair of the jewel- 
lery group's earrings — and over the 
past decade the earrings have been 
; the bettor deal. That may be chang- 
ing- The.. capital reorganisation 
annwiMrai last week will free Sig- 
net from the burden of multiple 
cl a s se s of preference shares and 
£165m of accompanying dividend 
arrears. The new, unified share 
structure should aid liquidity and 
allow investors to focus on the 
Operations. 

Trading performance has been 
prett y, sparkling. In the year to Feb- 
ruary, operating profits increased 20 
per cent on a 6.4 per cent rise in 
like-for-like sales. The best perfor- 
mance came from a modernised 
Ernest Jones ohairt in the UK, 
where same store revenues rose 12 
.per cent. The weakest part was 
H. Samuel in the UK, which is being 
treated to an overhaul this year.' 
Add in lower interest costs follow- 
ing a recent bank refinancing, and . 
und erlying pre-tax profits should 
rise from £45m to £60m this year, : 
giving earning s per share of 2%p 
under the new structure. 

Patting those earnings on a mul- 
tiple of 16. a small discount to rivals 
Argos and Goldsmiths, suggests a 
share price of 40p against the cur- 
rent 31%p. Zale Corporation, its 
main US competitor, is trading on 
10 times enterprise value to forecast 
earnings before interest, tax and 
depredation. Using a rating of B-10 
times for Signet and subtracting its 
£240m of debt gives a share price of 
40p-50p. On top of that, a deaned-up 
Signet would surely became a take- 
over target for the likes of Argos. 
Either way, the shares should come 
back into fashion. 


This announcement appears as a matter of record, only. 
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QUANT 


SITA Telecommunications Finance B.V. 

US. $600,000,000 

Syndicated Revolving Credit and 
Term Loan Financing 


Bankers Trust international PLG co-arranged this facility to provide financing 
for EQUANT in conjunction with its capitalisation of the world’s 
largest international telecommunications network. 


US. $10,000,000 

Equity Investment 


BT Capital Partners Europe arranged an Investment by BT Investment Partners Ine 
in SITA Telecommunications Holding N.V. the parent company of the B^wir.-' 
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IN BRIEF 


BHP shares fall 
out of favour 

BHP, Australia's largest company, saw /forward 
for its shares evaporate yesterday when it 
warned of flat earnings and abno rmal charges. 
BHP shares dropped 40 cents to A$i&32. The fall 
followed a rise-of more than 13 per cent in May 
after the resources group announced a steel 
restructuring. Page 24 

Japa n— trust banka return to profit 

Japan’s trust banking sector returned to profit 
in the 1996 fiscal year, after write-offe for * 
property-related had loans ware responsible for 
a large loss in 1995. 'Hie seven trast hun k? 
reported a combined recurring pre-tax profit of 
Yl24J58bn <$Z Jbs). Page 25 

TnMMoa and Unfsource ‘divorce’ 

TelefOnica and Unisource are likely to agree a 
“divorce settlement" within two weeks, scarcely 
a month after the Spanish operator withdrew to 
join the Concert alliance of British Telecommu- 
nications and MCL The settlement inchidaa the 
return by Tala ffin lca of the 25 per cent stake it 
acquired in Unisource. Page 26 

Italian bank oompletes flotation 

San Paolo dl Torino. Italy's largest commercial 
banking group, has been successfully floated, 
with a secondary share offer more than three 
times subscribed. The issue represents about 30 
per cent of the bank's share capital. Page 23 

OTE offdr wofghtod towards InoUtutlons 

The second stage of the privatisation of OTE, 
Greece’s telecoms group, win follow the pattern 
of last year’s initial offering, with the sale 
weighted towards institutions. The Socialist 
government plans to sen 45m shares or 10.7 per 
cent of OTE’s equity. Page 28 

ORB plans Joint vonfuros la India 

Guardian Royal Exchange, the UK insurance 
group, is expected to announce plans for two 
joint ventures in India, one of east Asia's big* 
gest untapped insurance markets. Page 22 

Wan for Vietnam's first stock exchange 

Vietnam’s State Securities Commission plans to 
submit a proposal to the government soon out- 
lining how the communist-run country's first 
Stock exchange could beset up. Page 25 
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Nippon Credit Bank in $3bn loss 


'By GflHan Jatt in Tokyo 

Nippon Credit Bank. Japan’s 
ailing long-term credit bank, 
yesterday bucked the trend for 
a return to profitability among 
Japanese banks ' by reporting a 
record loss In the year to the 
end of March. 

Recurring losses, before 
extraordinary items' and tax,, 
were Y350.16bn ($&bn), cont 
pared/to a Yl8tl$m loss in 
the previous year. The loss 
stemmed from write-offs for 


property-related bad debts fol- 
lowing the collapse of the 
1980s property bubble. 

The group, which has admit- 
ted to problem loans of about 

Yl^SObn, made Y484_32bn 
write-offs to cover its property- 
rdatedbad debts. It said. It cut 
ite-tfivtifond for the ypar from 
Y5.5 to YS as a result 

In spile of the heavy lasses 
NGB . Insisted it would have a 
viable future after it implex 
merited a restructuring plan 
announced -in April. 


In particular. It pointed out 
that Its operating profits for 
the fiscal year rose Dram 
Yl&gbu to Yl702hn, thanks 
to the foil in the yen interest 
rates and redemption of high 
coupon debentures. 

‘ However, a government- 
backed, Y291bn recapitalisa- 
tion programme has not yet 
been finalised. 

The restructuring envisages 
a Y291bn recapitalisation, of 
whfoh Y70bn would come from 
private banks, YWtax from lift 


assurance companies and the 
rest from a fund established by 
the Bank of Japan. 

Although the banking indus- 
try has agreed its share of the 
rescue package, the life assur- 
ance industry is so far refusing 

its support because of uncer- 
tainty over an unrelated res- 
cue plan for Nissan Mutual - 
which recently became the 
first life assurance company to 
fad in Japan since the second 
world war. With losses at Nis- 
san Mutual not yet quantified, 


the industry - particularly 
Nippon Life. Japan's largest 
life assurance company - Is 
concerned about agreeing to 
another potentially expensive 
rescue. 

The largest banking contrib- 
utors are expected to be the 
other two long-term credit 
banks - the Industrial Bank of 
Japan and Long Term Credit 
Bank of Japan. 

Both reported a relatively 
healthy set of results, return- 
ing to profit after notching up 


losses last year due to bad debt 
provisions. 

E8J, the largest bank in the 
sector, reported a recurring 
profit of Y43.G2bn, up from a 
loss of Y166J39bn the previous 
year. The bank said ft had dis- 
posed of Y261.2bn worth of 
non-performing loans during 
the year and, although 
Y 1,084 bn worth of loans 
remained, the ratio of reserves 
for possible loan losses to non- 
performing loans was two to 
one. 


Gevaert 
shares up 
2% on 
news of 
asset 


Acquisition will make Swiss company joint leader in diagnostics 

Roche confounds the analysts 
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By Nefl BueJdey In Brussels . 

Shares in Gevaert. Belgium's 
fowth-largest holding com- 
pany. jihnped 12 per cent yes- 
terday to a record BFr3,S40 
after Friday's announcement 
that its assets were to be split 
between two other holding 
companies a move analysts 
believe could trigger farther 
Belgian consolidation. 

The complex share swap and 
assets reshuffle involves redis- 
tributing Gevaert ’s BFr77bn 
(*2.2bn) assets between two 
main shareholders, Almanij, 
Belgium's thtrd-largest holding 
company, .and Cobepa, the 
fiflh-laigest . 

Shares in Almanij and Cob- 
epa bote advanced strongly on 
the news, with Atznanjj up 7 
per cent at BFrl&600, and Cob- 
epa up 6 per cent to BFYL520. 

Speculation about further 
consolidation in the financial 
sector drove the Bel-20 index of 
Belgium’s 20 leading abates up 
12'. points to » record 2j>79- 
Moet analysts agreeJ£be sector 
has too many small players 
and lades groups forge enough 
to compete in a single-car - 
rencyEttrope. 

"There is a real sense of 
anticipation in the financial 
sector, everyone is expecting 
something to happen.’’ said 
one Antwerp-based analyst 

Almanij, the Antwerp-based 
financial group which controls 


By Wlffam Hal and 
Cflve Cookson In London 

Roche's $llbn acquisition of 
Boehringer Mannheim, a fam- 
ily controlled business with a 
somewhat chequered history, 
was not th> bid that tbs mar- 
ket had been expecting from 
the Swiss company. . 

For two years Roche’s shares 
have been buffeted by rumours 
that it was poised to make the 
biggest bid in tee pharmaceuti- 
cals industry. In tee event it 
wrong-footed the analysts and 
made the biggest bid in tee 
fiercely competitive diagnos- 
tics industry. 

The stock market had 
warmed to the cost-cutting 
potential of last year's merger 
between the other two Swiss 
pharmaceutical giants, Ciba 
and Sandoz, and had hoped 
that Roche might try to imi- 
tate their creation of Novartis. 

However, Roche has again 
demonstrated its Independent 
streak. It ha« made an acquisi- 
tion that will transform its 
marginally profitable diagnos- 
tics business, the smallest of 
its four divisions, into one of 
the world’s two leading diag- 
nostics companies and Roche’s 
second biggest operation." ' ~ 

IRoche, unlike some of its 
competitors, has a tradition of 
-making acquisitions based on 
a long-term time horizon. It 
already has one of the world’s 
strongest pipelines of new 
drugs. Nevertheless, Roche has 
been under increasing pres- 
sure to invest some of its 
SFrlSbn (JlQ^Obn) of liquid 
assets which last year contrib- 
uted SEVLSbn of the group's 
SFrL7hn pre-tax profits. 

Roche has been accused of 
being better at making money 
on its cash pile than an its 
care pharmaceuticals business 
and Mr Henri Meier, chief 
financial officer, stressed yes- 


terday that Roche did not want 
to act like a bank. 

Although Roche is acquiring 
an extra SFrLSbn a year in 
pharmaceuticals sales and con- 
trol of DePuy. a US quoted 
company which is one of the 
world’s leading manufacturers 
of artificial joints, the main 
attraction is Boehringer Mann- 
heim’s diagnostics business. 
Roche sees big synergies 
between the use of its drugs 

and the dtrmnnd fu diagnos- 
tics in disease management 
and patient control. 

But why has Boehringer 
Mannheim thrown in its lot 
with Roche? Mr Gerald MflUer, 
53, chief executive Of the 138- 
yeer-old group, said yesterday; 
“On our own we were unable 
to maintain our position in 
diagnostics and at the same 
time globalise and broaden our 
pharmaceutical business.'' 

Previous attempts to expand 
in pharmaceuticals, at. the 
expense of diagnostics, had 
caused serious management 
upheavals and boardroom con- 
flict at Corange, Boehringer 
Mannheim's Bermuda-based 
parent In addition, Mr Curt 
Engelbom, who has chaired 
the company for the last 40 
years, is 71 and there was no 
obvious member of the control- 
ling fondly ready to step into 
bis shoes. 

A friendly deal with Roche 
made most sense. Mr Engel- 
born broached the subject 
with Mr Fritz Gerber, Roche’s 
67-year-old chairman, and the 
deal was done without the 
need for investment bankers. 

The acquisition will create a 
combined Roche Boehringer 
Mannheim Diagnostic business 
with sales of about $L5hn a 
year - enough to give It joint 
leadership of the worldwide 
diagnostics market with 
Abbott of the US. 

Each group wQl have 12-15 


Kredietbank. Belgium's fourth- 
biggest bank, is expected to 
take over Gevaert’s German 
and Flemish interests. 

Those include stakes in 
Hapag Lloyd, the Gennan ship- 
ping group, Kredietbank Lux- 
embourg, sister bank to the 
Belgian operation, and Tele- 
net, the Flemish telecoms 
group. 

Cobepa, 60 per cent owned 
by Paribas, the French finan- 
cial group. is expected to take 
over Gevaert’s stake In Par- 
gesa, the Swiss holding com- 
pany, and its shares in Paribas 
Banque Belgium. - . 

In a separate deal also 
announced on -Friday,. Paribas 
said it would sell 47 per cent of 

Ethical Holdings will double its 
revenues with £ 14m Clonmel deal 


Biotech company 
to buy Irish 
healthcare group 


more than 50 per cent 
The deal, will leave Paribas 
with a banking branch which 
will retain the Paribas name 
bat will deal with investment 
imniring activity. It will co-op- 
erate with Bacob -over the dis- 
tribution of financial services 
products. 

Paribas said the action was 
part of its strategy to focus on 
two core businesses, interna- 
tional investment banking and 
Specialist financial services, in 
preparation for the single 
European currency. 

Rationalisation of Gevaert 
will increase Almanij's capital 
by up to a third, giving it the 
means to support expansion by 
Kredietbank - something to 
winch it reiterated its commit- 
ment at this year's annual 

shareholders' meeting. 

Kredietbank admitted last 
week it had held "exploratory 
+» lira " about an Alliance with 
Rabobank of the Netherlands 
But banking analysts' see 
Commercial de France, 
in which KredfcteazJk afready 
holds a small stake, as a more 
likely suitor. 

The merger , of two of. tBet 
gtam’s tqp 10 banks has also 
rekindled speculation .about a 


By Roger Taylor in London 

Ethical Holdings. the 
Cambridge-based biotechnol- 
ogy company, is to announce 
today that it is buying Clon- 
mel Healthcare, the Irish phar- 
maceuticals group, for about 
£L4m (?22.68m) in a deal which 
will double its revenues and 


Ethical, quoted on Nasdaq in 
the IIS, is also preparing to list 
in London with a £2Gm institu- 
tional placing. The Clonmel 
deal is conditional on this 
going whpari 

Mr Geoffrey Guy, Ethical’s 
chief executive, said, he was 
confident of a successful plac- 
ing in spite of a shock to tee 
biotechnology sector last week 
when Celltech, one of the lead- 
ing companies in the industry, 
saw its. share price halved 
after its lead product foiled 
citniwii .trials. 

“We -are not like Celltech. 
We - are at the low-risk end of 
"drug development and have 
^proved our ability to make 
profits," he said. 

■ j Ethical is payfng about half 
■tee £14m mice in shares, and 


the company. It sank into 
losses last year, compared with 
a profit of more than Kim the 
year before, because of a foil in 
US orders and a write-off of 
research and development 
costs. 

Mr Guy said Clonmel's trad- 
ing in the first months of this 
year was on course to return 
the company to its former prof- 
itability. 

Mr Tierney, whose Cross 
Group also owns a forge veteri- 
nary business, will become a 
nan-executive director of Ethi- 
cal. 

Mr Guy said Clonmel would 
help Ethical fulfil its plans to 

Av panfl jtfl manufa cturin g and 

marketing capability. 

Clonmel has two pharmaceu- 
tical manufa cturing plants and 
has been mairing some of Ethi- 
cal’s products on a contract 
basis since 1988. 

Mr Guy «rifl the plants could 
be readily adapted to make 
and package other Ethical 
products such as its new skin 
patch for hormone replace- 
ment therapy. 

Ethical specialises in the 
development of slow-release 
puis and skin patches as 


... -tee rest in non-interest bea ri ng 

“mega -merger" 1 betw een GSn- 1 debentures payable in April improved ways to deliver 
ferale de Banque, Bdgium's .[ EB8 and January 1999. drugs. Its biggest product is a 

( frmmal, which is based in slow-release formulation of tee 
County Tipperary, is tee 10th 
largest pharmaceuticals group 
to Ireland. 

i» -That year, the group had rev- 
enues of (518.42m) and 

net assets of I£5£m. 

••-Mr Dan Tierney, chairman 
and owner of Clonmel, is sell- 
ing after a difficult period for 


biggest, and Banque Bruxelles 
Lambert, the third-baggest- , 
Opposition from ING./the 
Dutch bank which owSsaflper 
cent of BBL, has preylodsly 
prevented such a deSl, --bat 
shares to both /groups ^ Ha vfr 
gained since ING h^ite^lts 
opposition to a tie-up mfoht be 
softening. • 


heart drug dUtiazem. 

Ethical has subsidiaries in 
Sweden and Argentina. 

Last year the group, which 
has been profitable, suffered a 
loss of £&54m on revenues of 
El3,76m because of increased 
research and development 
costs. 



takeover of' 

















per cent of global sales of diag- 
nostic products - the instru- 
ments and nhemirala that test 
for diseases In specialist labo- 
ratories, doctors' surgeries and 
patients' homes. 

The world’s third largest 
diagnostics company, with 
sales of tl.Sbn a year, will be 
Dade Behring, the recently 
announced merger of 
Hoechst’s Behring Diagnostics 
with Dade International of the 
US. 

Other companies with diag- 
nostics sales worth more than 
tlbn a year include Johnson & 
Johnson, Beet on Dickinson 
and Bayer. 

Although the diagnostics 
industry is characterised by 
fierce price competition and 
relatively slow growth, the 
new Roche Boehringer Mann- 


heim Diagnostic business will 
be in a relatively strong posi- 
tion because both partners 
have invested heavily in bio- 
technology products with good 
growth potential. 

Boehringer Mannheim and 
Roche do not disclose tee prof- 
its of their diagnostics 
operations. 

However, Roche believes 
that it will be able to boost the 
profitability of the combined 
business by cutting costs and 
better marketing of PCR, its 
DNA-amplifying technology 
that plays an essential role in 
genetic testing. 

The global diagnostics indus- 
try is less than one-tenth the 
size of therapeutics, the main- 
stream pharmaceutical activ- 
ity of making drugs to treat 
people. 


Fritz Gerber, Roche chief 
executive, backed acquisition 

But diagnostics is less frag- 
mented than pharmaceuticals. 
The joint leaders of therapeu- 
tic market - Novartis of Swit- 
zerland and Glaxo Wellcome of 
the UK - each have a 4.4 per 
cent share. 

Because Boehringer Mann- 
helm also, produces drugs, 
especially for heart disease 
and cancer, tee acquisition 
win lift Roche up the pharma- 
ceuticals league table. 

The Boehringer Mannheim 
acquisition the end — at 
least for a while - of the regu- 
lar rumours that Roche 
wanted to buy a drug company 
such as Zeneca of the UK or 
Astra of Sweden, to put it back 
on a par with Novartis, its 
Swiss arch-rival. 

As Mr Daniel Vasella. Novar- 
tis chief executive, noted yes- 
terday, his company is not 
active either in diagnostics 
or in implants, the main activi- 
ties that Roche is 
acquiring. 

The Corange deal makes 
clear, for the first time, that 
the two Swiss pharmaceuticals 
giants are now set on distinc- 
tively different courses. 

Lex, Page 20 


Thto announcNimant appears aw a matter of rvcoit! only. 
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Hanson spin-ofFs better-than-expected results contrast difficulties experienced by larger rivals 


Powerhouse £4.7m 
for nine months 


By Peg®r HoIBnger 


Powerhouse, the UK’s 
largest independent electri- 
cal retailer, will today 
announce better-than-expec- 
ted results in direct contrast 
to the difficulties experi- 
enced recently by its larger 
rivals in the sector. 

Powerhouse, a manage- 
ment buy-out spun off by 
Hanson last year, has turned 
in pre-tax profits of £4.7m 
against expectations of 
E4.4m for the nine months 
ended March 29. 

The profits mark a sharp 
tumround from the last 
months in Hanson's owner- 
ship when there was a loss 
of £L6m. Sales for the most 
recent nine months were 
£1 16.3m, against expecta- 
tions of £H5m. 

The return to profit has 
been achieved after a radical 
shake-up of the business last 
year, resulting in some 2D00 
job cuts and almost 200 high 


street store closures. 

Mr Glyn Moser, chief exec- 
utive, said the group had 
beaten all targets set when it 
left the Hanson stable, in 
spite of a tough, retail mar- 
ket ‘Trading is strong and 
net margins are rising. The 
company is in very robust 
shape." 

Powerhouse reports net 
cash of £22.9m - 83 per cent 
ahead of target and almost 
film more than planned for 
2001. Mr Moser expected the 
group to beat this year's 
profit target of £5.1m and 
sales of £l40m. Because of 
the strong cash position 
Powerhouse plans to open 
six superstores this year to 
add to its 88 high street 
stores and 33 out of town 
sites. 

About 100 jobs would be 
created, bringing the total to 
some 1,680. 

Mr Moser was confident 
that Powerhouse would ben- 
efit from a strong focus on 


white goods - such as wash- 
ing machines and dish- 
washers. 

The electrical market has 
been extremely competitive 
since Powerhouse emerged 
from Hanson. Argos, the sec- 
tor's third largest group, has 
issued two profit warnings 
and the leader, Dixons, has 
been notably more cautious 
as a result of a slowdown In 
small domestic appliance 
sales. 

However, Gfk, the indus- 
try’s market research group, 
said recently the demand for 
goods appeared to be benefit- 
ing from a revival of confi- 
dence in the housing sector. 
Mr Moser said Powerhouse 
was advancing in line with 
the market at growth rate of 
about 11 per cent 

Powerhouse was originally 
a joint venture between 
three regional electricity 
companies. Eastern, 
Southern and Midland. On 
an ^nyinflUfigd basis it was 



of two Indian 
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By dvfatopherAdams,. 
Insurance Correspondent 


Glyn Moser return to profit was after radical shake-up of business 


Guardian Royal . Exchange,, 
the composite .insurance 
group. today expected to 
am mm™* plans for two joint 
ventures in Eodia^ one of east 
Asia’s biggest untapped 
insurance markets: .: ; 

The company has. si gnal 
twin agreements with a 
flnflWffifll jsqnrieaH ‘ su bsid iary 
of Murugappa Group, a large 
conglomerate based In India. 
Guardian will have a 50 per 
cent stake in both a risk 
management consultancy 
and a future insurance busi- 
ness. • - _ 

. hidia has been slow to lib- 
eralise Its largely state-man- 
aged insurance market and 


Ane^ con^mies are not, 

• yet allowed tbsell insurance. 
_■ Exjiectadiaris thact thegov- 
: exnwent': wpuld introduce 
’ wide-ranging. reCorms this 
yeafTbave so for proved pre- 
mature. But tills : has not 
- stopped several large UK 
insurers from seeking -Indian 
partners. ' 1 ’ .. . . 

* Goanflan’s. own conviction 
that liberaflsatioh may come 
sooner rather than .. later 
pfthhpted if to sever fiifbr-. 
tnaT ‘Kniea recently With Peer- 
'. less:- 

Murugappa, based in- 

Madras, has Interests rang- 
ing- from, manufacturing to 
. financial services-lThe group 
has annual -income of £50Qm 
, and assets under manage- : 
mentof £t00uu 
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losing about £25m when take a write-down on the in a trade sale. The manage- ' 


taken over by Hanson in 
1995. The electricity compa- 
nies, faced with an oversup- 


busmess of £140m. 

Mr Moser said Powerhouse 
would eventually either 


plied market, were forced to come to market or be offered 


meat holds 92.5 per cent of. 
the company. Venture capi- 
talist BZW Private Equity 
controls the balance. • .. 


Survey finds mixed response to Aim membership 


By Christopher Price 


Two- thirds of fast-growing 
private companies would 
consider joining the Alter- 
native Investment Market, 
according to a survey pub- 
lished this weds. 

However, nearly as many 
of the 242 companies inter- 


viewed believed they could 
be ineligible for membership 
of the junior market, which 
was set up two years ago 
with less onerous joining 
rules than the main stock 
exchange. 

In fact, companies wish- 
ing to list on Aim do not 
have to have a trading 


record, or have a minimum 
number of shares in public 
hands - two of the main cri- 
teria on the main market. 

Fart of the reason for the 
negative perception of so 
many to Aim membership 
could be related to the fact 
that only 17 per cent of 
respondents had been 


encouraged to look at the 
market by their advisers in 
the last 12 months. This 
rose to 27 per cent 
companies with turnover 
above £12m a year, while 
only 10 per cent of those 
with sales of less than £4m 
had received information. 

The favoured reason for 


an Aim flotation was to 
raise funds for “the next 
level of growth”, or “open- 
ing up better opport u n i ties 
to make acquisitions'’. 

Having access to addi- 
tional or knowledgeable 
shareholders and institu- 
tions, or promoting a higher 
City profile were also con- 


Taxing question is posed for water utilities 


W ater companies 
kick-off their pre- 
liminary results 
season this week with an 
increasingly familiar combi- 
nation of slow profits growth 
and big dividend increases. 

The results are expected to 
be seized on by Mr Gordon 
Brown, the chancellor, to 
justify the windfall tax he is 
preparing to slap on the 
water industry, along with 
other privatised utilities. 

Mr Robert Miller-Bakewell, 
water analyst at Nat West 
Securities, believes “adher- 
ence to gristing expectations 
[for profits and dividends] 
could be deemed infiamma- 
tory when the new govern- 
ment is busy deter mining 
just how it is going to assess 
the windfall levy and how 
much it is going to oast”. 

Profits of most companies 
are being squeezed by a 
tightening regulatory noose 
operated by Ofwat, the 
industry’s regulatory 


agency, which has set out to 
elimina te pro fi ts growth by 
2000. 

But companies are locked 
into what Mr MUJer-Bake- 
well describes as “peer pres- 
sure” to keep dividends up, 
partly in order to compen- 
sate for investors' expecta- 
tions of a growing squeeze 
on profits. 

Anglian Water will set the 
tone for the season tomor- 
row by reporting a dividend 
increase of 15 per cent to 
34.4p against adjusted pre- 
tax profits rising just 2.8 per 
cent to £245.4m. 

A similar contrast of mod- 
est profit increases and big 
dividend rises will be mir- 
rored by Yorkshire Water on 
Friday, when it announces 
an expected 20 per cent divi- 
dend increase to 18.6p and 
profits up just 1.6 per cent to 
£21A5m_ 

The industry has suffered 
from a “fat cat" Image of 
bosses making large profits 


Leyla Boulton previews this 
week’s results, which should 
reveal a famili ar storyline 


and paying big dividends to 
shareholders at the expense 
of consumers. Bills have 
risen 36 per cent in real 
terms since privatisation in 
1989. 


T .wo other companies, 
which report on 
Thursday, will be the 
exception to the rule by 
announcing both big 
increases in profits and divi- 
dends, adding even more 
grist to the Treasury mill. 

South West Water is 
expected to report a 15 per 
cent increase in pre-tax prof- 
its to £ 125.1m. Its dividend is 
forecast to rise 20 per cent to 
37.2p, as part of a bid to keep 
shareholders sweet after the 
Monopolies and Mergers 
Commission blocked two 


rival takeover bids for the 
company last year. 

United Utilities, the water 
and electricity group, based 
in the north-west of 
England, is expected to pay a 
net dividend up 14 per cent 
to 37.2p. -It is forecast to 
report a 16 per cent increase 
in net profit to £317m. 

Analysts and companies 
say that the new require- 
ments on leakage are 
unlikely to have a material 
impact on companies' prof- 
its. at least in the medium 
term. 

Ofwat is to set companies’ 
annual leakage reduction 
targets and Mr John Pres- 
cott. the deputy prime minis- 
ter, has asked all companies 
to repair customers’ leaks 
free of charge. 


“These are not huge cost 
items”, says Ms Angela Whe- 
lan, analyst at Credit Lyon- 
nais T .fling - She also points 
out that many of the compa- 
nies were already doing 
many of tiw thing s the gov- 
ernment is asking for. 

“It makes' sense for the 
government to take as much 
credit as possible for the 
improvements already under 
way," she says. 

But the government is also 
limited in pressing for man- 
datory improvements 
because companies have a 
legal right to press for 
higher bills to cover the 
costs of legal obligations. 

The windfall tax is 
another matter. 

Although the government 
has vowed that the costs of 
the tax will not be passed on 
to consumers, companies 
and analysts said the share 
owning public would suffer 
through a loss of value in 
water shares held by pension 


funds. Anglian, far instance, 
is 29 per cent owned by pen- 
sion funds. 

Companies expect the tax 
to hit their profits by raising 
their cost of capital as they 
borrow more to pay the tax. 

Mr Miller-Bakewell reck- 
ons that a £5bn windfall tax 
- affecting the water indus- 
try to the -tune of £lbn- 
£L5bn - could reduce com- 
pany profits by an average of 
5 per-cent . - , 


A nglian, which' has 
been one . of- the 
industry's best per- 
formers. both in manag in g 
water supplies ‘and leaks, 
has also led apposition to the 
levy. 

'Die company argues that 
it has not experienced a 
windfall and can fll-afford 
the tax since it is already 
one of the most heavily- 
geared businesses in the 
industry with a debt to 
equity ratio of 60 per cent 
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By Roger Taylor 


siderations. The least 
favoured benefit was to pro- 
vide an exit for venture cap- 
italists or other investors. 

The survey, targeting 
companies with' sales 
growth in excess of 80 per 
cent in the past three years, 
'was carried out for Hutsons 
Impey, the accountants. 


Laporte, the chemicals 
grdnp, has provisionally 
^agreed the sale of its US 
adhesives awn gnalanta busi- 
ness for about £90m. ' 

The deal, expected to be 
completed in the next four 
months, will yield an except 
tianal profit of about £13m, 
after a goodwill write-off of 
£55m_ 

Laporte has been following 
a strategy of disposing of 
non-core businesses and 
focusing oh those divisions 
which have market leader- 
ship in growth sectors. ' 

-The company had previ- 
ously said that it intended to 


sell tfae US division... 
i The hews; came, as the 
company reported trading In 
line with expectations dor- 
iiig fha first four .months at 
ifo annual meeting. . . 

Mr George Duncan, chair- 
mah said: - “We -did not 
expect' economic conditions 
this year would offer any sig- 
. nificant improvement over 
last So far this has proved 
"to .be the case, with the 
. strength of sterling present- 
ing m ore **h»neng iTi g condi- 
tions. Despite this. Laporte 
has performed in line with 
plans, and we' continue to 
expect a satisfactory out- 
come in the first six months 
and the year as a whole." 
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conmkttid Credit NadouaLpiepoBn to tranafecits 
to BFCE (sudi transfer process, the "Erawfar^l. T 


to BFCE fsuefa transfer proce 
submitted to the approval of 
Credit National and Banqt 
(BFCE) to beheld on 23 J 
completed Credit Nanottal 
company of the Cretfit Natio 


xsea to transfat ^rta banldngacuvmes ■! 
the "Sraiufo^}. TheTzanserwiD be 
i e Meeting <rf Sharebolders of Gnrape 
Fraoouse du Commerce Exterienr 

a 1997. The Transfer having been 
henceforth become die bolding 
I group of companies (the “Croup”), 


whereupon it i s pro posed that the Group’s name- will change to 
"Natexn” and BFCE, its Eanlribig subsidiary’, will change ha-name to 
“NatezisBauque”. 

It is intended that thi Transfer will, inKrafia, involve tbe transfer erf 
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Notes. Following the Thmsfe^ Credit National and the New Issuer 
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transferred by Credit National to die New Issuer as of dm date of 
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Italian bank 
sell-off meets 
heavy demand 


By Paul Betts in Milan 

Istitizto San Paolo di Torino, 
Italy's largest commercial 
banki n g group, has been suc- 
cessfully floated, with a sec- 
ondary share offer more 
than three times subscribed. 

Requests for about 760m 
shares were received by Fri- 
day, the closing date for the 
offer, which involves 220m 
shares and a further 33m 
from the “greenshoe", or 
over-allotment option, for 
institutional investors. 

The issue represents about 
30 per cent of the bank's 
share capital. The price for 
the retail offer was fixed at 
L10.435, a 2L5 discount to Fri- 
day’s official price of L10.702 
for San Paolo shares on the 
Italian bourse. 

A total of 120m shares will 
go to the public. Including 
20m reserved for San Paolo 
employees, who will benefit 
from an additional 2.5 per 
cent discount. 

Institutional investors will 
pay L1Q.630 per share for 
133m shares, including the 
additional "greenshoe” allo- 
cation. 

San Paolo said it had 
received applications from 
400.000 retail subscribers for 
more than 460m shares and 
from 400 institutional inves- 


tors for 300m shares. The 
banks said the heavy 
retail oversubscription 
- meant it would have to draw 
' lots, because it was impose i- 
' We to grant a minimum 
amount of -shares to every 
subscriber. 1 ■ • • 

The offer, coupled with the 
earlier sale of about 22 per 
cent of the bank to a new 
group of stable shareholders, 
will raise more than 
L4.600bn. However, the char- 
itable foundation that has 
controlled the bank is expec- 
ted to raise only about 
L4,l00bn. because some 60m 
of the shares were sold 
by three other state insti- 
tutions. 

Following the flotation, 
the foundation will see its 
stake in the hank drop from 
about 66 per cent to 20 per 
cent However, it says it will 
exercise voting rights on 
only 5 per cent of its stake in 
an effort to turn San Paolo 
into a public company. 

The sell-off is to be fol- 
lowed by the privatisation of 
Cariplo, Italy’s largest I 
savings bank, which agreed 
last week to start formal 
negotiations with Banco 
Ambrosiano Veneto to forge 
a strategic partnership 
with the private banking 
group. 


Bulgaria OTE offer 
pulls down weighted 
Hellenic towards 
Bottling institutions 

By Kerin Hope in Athens By Kerin Hope 


Difficult trading conditions 
in Bulgaria for Hellenic Bot- 
tling Company, the -Coca- 
Cola franchise -holder for 
Greece and much of the Bal- 
kans, pushed down consoli- 
dated annual pre-tax profits 
by 8.4 per cent to Dr23.2bn 
.fJ85.9m). Turnover was flat 
at Drl43bn. 

The company said 
operations in Bulgaria, 
where it controls five joint 
ventures with local soft 
drinks bottlers and has a 
stake in a brewery, incurred 
losses of Dr2bn against prof- 
its of Drl.9bn the previous 
year. 

The slide into the red was 
blamed on the lev. the Bul- 
garian currency, which fell 
from Lev70 to Lev 1.500 
against the US dollar during 
the past year. 

However, the group’s 
Greek operations, which 
include fruit juice and min- 
eral water, posted an 8.4 per 
cent increase in pre-tax prof- 
its to Dr23.3bn, mainly 
through productivity 
improvements: 

Sales rose marginally last 
year, partly because of a 10 
per cent decline in tourist , 
.arrivals during the summer 
season. 

Shrinking incomes have 
reduced consumer spending 
in Bulgaria. HBC’s biggest 
market in the Balkans. The 
company also has Coca-Cola 
franchises in Serbia, Macedo- 
nia, Moldova, Armenia and 
parts of Romania and Rus- 
sia. 

Most are joint ventures 
with local bottlers but HBC 
has also been involved in 
.building greenfield plants in 
Romania and western Rus- 
sia. 

Economic and political 
upheavals in the southern 
Balkans have not upset 
HBC's plans to invest some 
560m in the region over the 
next five years. 

The group acquired a 70 
per cent stake in Stind, a 
Sofia-based glass producer, 
four months ago for 54.05m 
in a deal arranged by Bul- 
garia's privatisation agency. 

It will invest $27m over 
four years in modernising 
the plant, through a joint 
venture controlled by a sub- 
sidiary’. Frigorex. which 
makes refrigerated display 
cases for soft drinks- 
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The second stage of the 
privatisation of OTE, 
Greece’s telecoms group, 
next month will follow the 
pattern of last year’s Initial 
offering, with the sale 
weighted towards interna- 
tional and domestic institu- 
tions. .. ‘ 

The Socialist government 
plans to sell 45m shares, or | 
10-7 per cent of OTE’s 
equity,’ in what will be the 
largest offering to date on 
the Athens stock exchange. 
Another 2 per cent will be 1 
made available if demand is , 
high. 

Immediately after conrple- j 
tion of the secondary offer- 
ing, OTE will make avail- 
able another 31 -6m shares 
through a fr-for-80 rights 
issue. 

The capital increase will 
be based on the sharehold- 
ing structure in place before 
the secondary offering, 
under which the state holds 
92 *per cent and private 
shareholders 8 per cent after 
last year’s initial disposal. 

The share price will be 
I fixed through book-building 
in the week before the dis- 
posal on June 16. The rights 
issue will take place a week 
later, with existing share- 
holders being offered new 
shares at a 15 per cent 
discount 

Small shareholders, who 
include many of OTE’s 
employee^' ~and pensioners, 
will receive an additional 
discount 

The sale will be co- 
ordinated by the state-con- 
trolled National Bank of 
Greece, Salomon Brothers 
and HSBC.'which are expec- 
ted to target institutional 
investors hi the US and 
the UK- 

Keen interest Is expected 
among domestic Greek insti- 
tutions, including the state- 
controlled pension funds, 
which are now committed to 
investing a larger percent- 
age of their holdings on the 
bourse. 

Analysts said the offer 
price would be close to 
OTE’S current trading value 
Of Dr€,700. 

OTE raised opmating prof- 
its last year by 16.6 per cent 
to Dr273.6bn (11.01 bn), on 
revenues up 14.6 per cent at 

Dr£7&4bn. Net income rose 
23.8 per cent to Drl71JJbn. 
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COMPANIES AMP FINANCE; EUROPE 

Bezeq prepares for. hard choices 

Competition may lead Israeli telecoms group to cut prices at the expense of pre 

n ezeq, Israel's state- Bezefl , ■" investing between $I00m and "The revenues re 


B ezeq, Israel's state- 
owned telecommuni- 
cations company, 
faces Its biggest challenge 
this week as International 
telephone lines are opened 
up to competition under the 
government’s deregulation 
programme. 

Consumers will cash in on 
what is expected to be a TO 
par cent fall in the cost of 
overseas calls, but the move 
is set to put enormous pres- 
sure on Bezel’s profits as 
two International consortia' 
plunder what has been a 
rich monopoly. 

There is also moire at stake 
for Bezeq than the dismantl- 
ing of its exclusive right to 
handle international calls. 
Further deregulation is 
expected when the domestic 
market is opened up in 1999. 
and the ability of Bezeq and 
the two consortia to win 
over customers to their 
international telephone net- 
works will be a crucial test 
of their readiness for this 
i next stage. 

The battle for overseas 
traffic pits Bezeq Interna- 
tional against Barak - a 
consortium beaded by the 
Global One alliance of 
Spruit, of the US. France 
Telecom and Deutsche Tele- 
kom - and Golden Lines, 
which includes South- 
western Bell and Stet, of 
Italy. 

Barak and Golden Lines 
are likely to hit Bezeq bard, 
as international calls last 
year accounted for nearly 30 
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per cent of Bezeq ’s ShkS^bn 
($2.42bn) in revenues. A call 
to the US, for example, is set 
to cost less than Shkl a min- 
ute instead of Shk3 now. 

"Bezeq is faced with hard 
choices,” says Mr Giora 
Zarechansky. analyst at Dan- 
ot-Batucha Investments. "To 
obtain a sizeable market 
share, it will have to drop its 
prices, but its profitability 
will fall, probably by as 
much as 20 to 25 per cent” 
Bezeq's net profits rose 52 
per cent last year, from 
Shkfi25.9m to Shk6587m. 

Profitability is vital to 


Bezeq, since the state is pre- 
paring to sell off a further 25 
per cent of its 76 per cent 
stake later this year. “Tbe 
government should stick to 
this timetable, because the 
effect of deregulation will 
take time to bite. It will take 
time for the other competi- 
tors to get a return on their 
investments.” Mr Zarechan- 
sky says. 

Barak, which will invest 
more than US$200m in the 
next three years, does not 
expect to break even until 
the end of the decade. 
Golden Lines, which is 


investing between $l00m and 
$150m, has set a longer time- 
table for a return on its 
investments. 

Because of this time-lag, 
analysts say Bezeq should 
take the opportunity of 
deregulation to restructure 
farther by cutting its 8.600 
workforce, diversify and pre- 
pare for domestic deregu- 
lation, due in 1909. 

Bezeq believes it should be 
able to secure a 50 per cent 
market share in Interna- 
tional calls, with the other 
two consortia each taking 
about 25 per cent. Initially. 
Bezeq will have considerable 
advantages, since it will be 
able to exploit the infrastruc- 
ture it has built up. 

Both Barak and Golden 
Lines will have to pay Bezeq 
access fees to use the inter- 
national network. The fees, 
set at Shk0.42 a minute for 
calls to the US and Canada, 
will fall to ShkO.lQ by 2001. 
In addition, as Mr Eliav Ash- 
kenazi, vice-president of 
marketing at Bezeq Interna- 
tional explains, the govern- 
ment will compensate the 
company for a “soft landing” 
in the initial stages of 
deregulation. 

However, where Bezeq will 
lose out is in revenues from 
incoming overseas calls. 
Israel has always been a net 
receiver of calls, by a ratio of 
two to one. As a result, 
Bezeq has received high pay- 
ments from the US’s AT&T. 
British Telecom and France 
Telecom in settlement rates. 


tpense of profits 

"The revenues received 
from abroad will be distrib- 
uted among Bezeq and the 
new competitors pro-rata to 
the number of out-going 
calls bandied by each play- 
er," says Mr Keith Phillips, 
analyst at Societe Generate 
Equities. "It will mean that 
the three participants will be 
keen to gain market share. 
The competition will be very 
aggressive.” 

F urthermore, increas- 
ing pressure from US 
telecoms groups to 
cut the price of settlements 
will also affect Bezeq’s prof- 
itability. “AT&T wants to 
reduce settlement rates from I 
the current H.19 [per min- 
ute] to between 25 and 30 

cents,” says Ms Noga Barak, 
vice-president in charge of 
marketing of Barak. 

Given these pressures, 
Bezeq is hoping that Israelis 
will spend more time mak- 
ing calls abroad. The num- 
ber of minutes last year is 
estimated at more than 
200m, and Mr Ashkenazi 
says that could double as 
more households take advan- 
tage of the lower prices and 
install second telephones. 

Wooing these new custom- 
ers is the aim of all three 
groups. Achieving it should 
leave them well placed to 
cope with domestic deregu- 
lation - another battle Bezeq 
must face as its monopoly 
withers away. 

Judy Dempsey 


Enel ahead 
despite cut 
in tariffs 


By Paul Betts 

Enel, the Italian state 
electricity utility, yesterday 
reported an 11 per cent 
increase in 1996 net profits, 
to Ll.272.lbn (5763.6m), 
despite lower electricity 
tariffs. 

The utility, which the gov- 
ernment is committed to pri- 
vatising. was forced to lower 
its tariffs last year as part 

of the government’s anti- 
inflation drive. 

The government has yet to 
set a timetable for Enel’s 
sell-off. However, it is 
unlikely to take place before 
the middle of next year 
because of opposition from 
the Communist party, on 
whose support the centre-left 
government reties in the 
Chamber of Deputies. 

Last July the government 
blocked the mechanism that 
automatically increased elec- 
tricity tariffs in Italy. This 
cost Enel L370bn in reve- 
nues. although overall reve- 
nues rose 1.8 per cent in 
1996. to L36.768.6bn. Gross 
operating profit increased 3.3 
per cent, to L14.666.ibn. 

Enel’s profits before taxes 
and extraordinary items rose 
14.7 per cent to L5.793.5bn. 
Indebtedness dropped from 
L35.100.8bn in 1995 to 
L34,33Sbn. Financial charges 
fell 24.4 per cent, to 
L2,517.ibn. while invest- 
ments fell 1.5 per cent, to 
L7.346.9bn. 


You want 



for your DM Pfandbriefe? 

Its easy to see why there is growing interest in German Pfandbriefe, the world's 
sixth largest bond market with over DM 1.4 trillion outstanding. First, there 
is safety. Thanks to the stringent legal framework of the Mortgage Bank Act, 
Pfandbriefe have an unsurpassed record for safely. Second. Pfandbriefe usually 
offer a yield pick-up over Bunds. As for liquidity, the emergence of the 
Jumbo Pfandbrief market — with total issuance exceeding DM 150 billion since 
mid-1995 - has spearheaded the liquidity and transparency of the Pfandbrief 
market as a whole, offering numerous opportunities for spread trading. 

For Jumbo issues (DM 1 billion or more), lead managers pledge to quote tight 
spreads on amounts up to DM 25 million. For "traditional" Pfandbriefe, 
issuers actively maintain a secondary market. Trading and transparency are 
enhanced by the IBIS-R and CDO electronic systems and by the PEX Index. 
For further information about German Pfandbriefe please contact 
The Association of German Mortgage Banks (VDH) in Bonn. Germany. 

Fax (228) 9 59 02.44. 


The German Pfandbrief (f 

Solid from the ground up 


GERMANY'S 
MORTGAGE BANKS 

DEPFA-BANK. WIESBADEN 

BAYERISCHE VERElNSBANK AG. MUNCHEN 

HYPO-BANK, MUNCHEN 

FRANKFURTER HYPOTHEKENBANK 
CENTRALBODEN AG. FRANKFURT 

DEUTSCHE HYP. FRANKFURT 

RHEJNHYP. FRANKFURT 

BERLIN -HANNOVERSCHE HYPOTHEKENBANK AG, 
BERLIN AND HANNOVER 

DEUTSCHE GENOSSENSCHAFTS-HYPOTHEKEN- 
BANK AG, HAMBURG 

BAYERISCHE HANDELSBANK AG. MONCHEN 
WESTHYP, DORTMUND 
HYPOTHEKENBANK IN ESSEN AG. ESSEN 
HAMBURGHYP, HAMBURG 
ALLGEMEINE HYPOTHEKENBANK AG. FRANKFURT 
WURTTEMBERGER HYPO, STUTTGART 
SODDEUTSCHE BODENCREDITBANK AG, MONCHEN 
M0NCHENER HYPOTHEKENBANK EG. MONCHEN 
NURNBERGER HYPOTHEKENBANK, NURNBERG 
DEUTSCHE HYPOTHEKENBANK (ACT.-GES), HANNOVER 
RHEINBODEN HYPOTHEKENBANK AG . KQLN 
CLF HYPOTHEKENBANK BERUN AG, BERLIN 
NORDHYPO BANK. HAMBURG 
LUBECKER HYPOTHEKENBANK AG, LUBECK 

SCHLESWIG-HOISTEINISCHE LANDSCHAET 
HYPOTHEKENBANK AG. KIEL 

BR3 HYPOTHEKENBANK AG, FRANKFURT 

WL-BANK, MONSTER 

W05TENR0T HYP0THEKEN8ANK 
AKTIENGESELLSCHAFT. LUDW1GSBURG 

M.M. WARBURG & CO HYPOTHEKENBANK AG, 
HAMBURG 
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Profits warning deflates BHP shares 


By Nikki Taft In Sydney 

BHP, Australia's largest company, 
saw euphoria in its shares evapo- 
rate yesterday when it warned of 

flat earnings and abnor mal charges 

for the immediate future. 

Shares in the "Big Australian" 
tumbled 40 cents, to close at 
ASL&92. 

The fall followed a rise of more 
than 11 per cent in May. after the 
resources group announced a steel 
restructuring. 

Mr John Prescott, managing 
director, said the final quarter to 
May 31 would be bit by one-off 
items and “difficult” trading condi- 


tions. The outcome, he said, was 
likely to “seen to be below what 
some people are arenming it will 
be". 

In addition, the recent review of 
BHP's entire asset base was expec- 
ted to result in “a number of 
abnormal adjustments". 

Mr Prescott would not give 
details about the scale of the 
adjustments, or precisely what 
might be included, but the com- 
pany has announced an overhaul 
of its steel division; is completing a 
review of its oil division; and is 
trying to cut costs in its copper 
business. 

Mr Prescott added that BHP 


expected the difficult trading con- 
ditions and “flat performance” to 
extend into 1997-98 “until the 
restructure takes greater effect and 
new projects are commissioned to 
contribute to earnings growth". 

He pointed out that big projects 
such as the Caxmington mine, the 
Canadian diamonds development, 
and the Hartley platinum mine 
would not be significant contribu- 
tors until late in 1998 or 1999. 

BHP has already announced prof- 
its after tax, but before abnormals, 
of A$1.06bn (US$812m) for the first 
three quarters of 1996-97, compared 
with A$1.03bn a year earlier. In 
1995-96, its fun-year result (before 


abnormals) was A$l.29bn, and 
some analysts had been predicting 
upwards of A$L35bn for 1996-97. 

But after yesterday's briefing, 
forecasts were downgraded to little 
more than last year's result - per- 
haps slightly less once asset sale 
proceeds were stripped out 

Yesterday's warning came in the 
wake of a two-day board meeting 
at BHP. the first to be chaired by 
Mr jerry EDis, the former minerals 
division boss who has taken over 
from Mr Brian Loton as chairman. 

However, some analysts 
remained confused by the lack of 
detail on the abnormal charges, 
and suggested, that this uncer- 


tainty could overshadow the stock 
until the full-year results were 
released in late June. 

Mr Prescott, meanwhile, took the 
opportunity to stress’ that BHP 
remained committed to its diverse 
spread of resource-based holdings 
- which include steel, petroleum, 
and minerals. “It’s not necessarily 
popular, but it’s served BHP well," 
he said. 

But he also suggested that, in a 
low inflation climate, the group’s 
objective would be at least to 
match the performance of its best- 
ranking peers in these businesses, 
rather than chase a specific per- 
centage return. 


French 
OATs hit 
by poll 
results 


GOVERNMENT BONDS 


By Gary Mead 

On a day when many of the 
world's bond markets were 
closed for holidays, yester- 
day’s spotlight fell on 
French government bonds 
following the electoral suc- 
cess for French left-wing 
parties. 

Trading on the Matif in 
the benchmark June 
notional contract was heav- 
ier than expected, given that 
most dealers in the UK and 
US were away from their 
desks. In late trading the 
June contract settled at 
128.30, down 0.54. having 
been as low as 19JL9.9. earlier 
in the day. 

Shorter-term contracts, 
which are often more sensi- 
tive to shifts in political sen- 
timent, fell sharply. The 
June contract fen to the 
day’s low of 96.18 in early 
dealing , later recovering to 
settle at 9&21, down 0.26. 

In the cash market, the 
yield on the benchmark 
10-year OAT rose 7 basis 
points to 6.68 per cent The 
bond was still trading at a 
lower yield than its German 
counterpart, but the gap 
between the two narrowed 
from 14 to 10 basis points. 

“The election' result has 
knocked the bond market 
slightly but not seriously 
damaged it," said Mr Domi- 
nique Bar bet. a specialist 
with Paribas Capital Mar- 
kets, adding: “There's no 
sign of any panic in bonds." 

Other bonds that would 
benefit from the conver- 
gence of European interest 
rates lost ground. Yields on 
benchmark 10-year Italian 
bonds rose 10 basis -points 
26 to 7.36 per cent, with the 
yield spread over German 
bunds widening from 138 to 
144 basis points. 

Spanish and Swedish 
bends were also hit, with 10- 
year yield spreads over 
bunds widening from 67 to 
71 basis points and from 114 
to 117 points, respectively. 


Black groups secure control of J Cl 


By Marie Ashurst 

in Gape Town 

Black business groups in 
South Africa have salvaged 
their stake In JCI, the min- 
ing group which is in merger 
talks with Lonrho. after 
struggling for six months to 
finance the holding. 

Mr Mzi Khumalo, JCI 
chairman. Is tomorrow 
expected to announce a radi- 
cal shake-up in the owner- 
ship of JCI which will estab- 
lish him as South Africa's 
first black Tandlord", in 
control of the world’s sixth- 
largest gold producer. 

He will also acquire a 
stake in Randgold, the min- 
ing group which has pio- 


neered reforms in the indus- 
try, via a joint venture with - 
Mr Brett Kebble, director of 
Consolidated Mining. 

The new structure will 
extend ownership to minor- 
ity members of the African 
Mining Group, who had 
failed to raise the funds to 
take up a stake in JCI, which 
was sold by Anglo American 
In November at a hefty pre- 
mium to the market to pro- 
mote black economic 
empowerment 

The new owners represent 
a range of black interest 
groups including rural 
women, trade unions and 
provincial committees. 

Mr Khumalo, who yester- 
day paid R2.4bn ($537m) to 


Anglo American for a 30 per 
cent stake in JCI, would 
retain control of the 
enlarged group if JCI merged 
with Lonrho. the UK 
conglomerate. A final deci- 
sion on the merger is expec- 
ted this week, possibly 
tomorrow. 

The sale of JCI has been 
criticised as largely sym- 
bolic, because Mr Khumalo 
has depended on a rights 
issue at Saflife, a local 
life assurer which he does 
not control, to fund the 
acquisition. 

Minorities In the AMG 
failed to raise funds to 
acquire preference shares in 
Saflife and the rights issue, 
which had been underwrit- 


ten by a syndicate of mainly 
white institutions, was only 
8 per cent subscribed when 
it closed on Friday. 

TO date, AMG's only inter- 
est in JCI is an option to buy 
■L9 per cent at a premium of 
more than 20 per cent to the 
current market price, on or 
before April 2 1996. 

However, the new financ- 
ing plan will accommodate 
minorities by vesting control 
of sam fa in NK Properties, a 
new joint venture vehicle 
controlled by Mr Khumalo 
with the Kebble family as a 
minority partner. 

NKP. a dormant property 
company listed in London 
and Johannesburg, will 
acquire 34J} per cent of Saf- 


life from the underwriting 
syndicate in exchange for 
equity. 

Saflife holds 30 per cent of 
JCI. and NKP is expected to 
hold a forther 7 per cent of 
JCZ directly. It will also 
absorb Consolidated Mining, 
which owns 20 per cent of 
Randgold. 

A further 6.5 per cent of 
Saflife will be controlled by 
the AMG minorities via a 
second holding company, 
Witwatersrand Nigel, an 
NKP subsidiary listed in 
London and Johannesburg. 
AMG will acquire a control- 
ling stake of 63.5 per oept of 
WitNigel in exchange for its 
option to buy 4£ pm- cent of 
JCL 


Accor seeks to lift returns from hotels 


By Andrew Jack in Paris 

Accor, the French leisure 
group, plans to more than 
double the return on invest- 
ment from its hotel activities 
in the next few years as part 
of a wide-ranging business 
plan to be unveiled next 
week. 

Mr Jean-Marc Espalioux, 
chairman, also wants to 
build stronger connections 
between Accor's three core 
business divisions, as part of 
a strategy to be announced 
at the annual general meet- 
ing on June 4. 

With advice from the Bos- 
ton Consulting Group, he 


has coordinated 11 internal 
working groups in Accor 
over the past few months to 
develop the strategy, “Accor 
2000", covering everything 
from a new corporate logo to 
cost reductions, purchasing 
discounts and plans to lift 
sales across the company. 

A FFrSOOm ($87.8m) pro- 
gramme of technological 
investment will be under 
way by the end of next year, 
and Mr Espalioux believes 
Accor’s new strategy should 
be at “cruising speed" by the 
tum of the century. 

In an interview, the chair- 
man defended the existence 
of the three divisions at the 


centre of the group - hotels, 
car rentals (through its 
stake in Europcarj and 
travel agencies - while plan- 
ning a new corporate organi- 
sation designed to break 
down the internal “baronies" 
based around the group’s 
leading brand names, which 
can hinder co-operation. 

At the centre of his plan is 
the objective to boost the 
“synergies" between the 
divisions. He estimated that 
the current volume of cross- 
selling between the three 
businesses was “a few doz- 
ens of millions” of francs. 

- He said he planned to 
increase that rapidly to “sev- 


eral hundreds of mm inns ”, 
notably by increasing the 
links between the travel 
agencies and - its hotel 
network. 

Mr Espalioux said that 
business clients increasingly 
wanted packages from their 
travel agents which Included 
accommodation, and 
stressed the importance of 
developing better informa- 
tion systems to improve a 
situation in which Accor 
travel agents sometimes “do 
not know all our available 
hotel offers". 

Mr Espalioux said that 
Accor's- hotels had been 
reporting a return on invest- 


ment of about 5 per cent a 
year - or just 2 to 3 per cent 
ahead of acquisitions - and 
be aimed to rapidly increase 
this figure into double digits. 

He defended Accor's 
fourth business activity - 
luncheon and other special- 
ist vouchers - saying ft was 
highly profitable and the 
group was the world leader. 

He also said it was possi- 
ble to make profitable 
Accor’s catering service on 
SNCF, the French national 
railway network, which is 
heavily subsidised. This 
would require an extension 
to the existing contracts, 
from one year to five years. 


Hylsamex ready to finance Sidor bid 


By Leslie Crawford in Monterrey 

Hylsamex, the steel subsidiary of 
Grupo Alfa, the Mexican industrial 
group, may prepare a new equity 
issue and take on extra debt if It 
wins the bid for Venezuela’s Sidor, 
the last Latin American steel com- 
pany In state hands. 

Mr Alfonso Gonzdlez Mlgoya, 
Alfa's corporate vice-president, said 
Hylsamex was sounding out poten- 
tial partners for the Sidor offer, but 
it was also prepared to bid on its 
own and had been authorised to 
issue up to $100m in new equity. 


The government of Venezuela has 
postponed Sidoris privatisation three 
times, and it is now slated for July. 
Several international steel groups 
have expressed an interest 
Mr Gonzdlez Migoya said Hylsa- 
mex was refinancing a $i75m bond 
that matures this year. The steel 
company had obtained a backstop 
facility erf $125m from a group of 
international banks, and was negoti- 
ating a new $80m credit from a Euro- 
pean bank. “We still need to raise a 
further 8100m to cover the expansion 
programme that is currently under 
way in our steel mills," he said. 


Given the willingness of interna- 
tional investment banks to lend to 
Mexican corporations, Hylsamex is 
unlikely to experience difficulties in 
raising additional funds. However, 
J.P. Morgan warned in a recent 
report: “In March 1997, Hylsamex 
had net debt to total capital of 39.9 
per cent, which is by no means over- 
leveraged. but nor does it suggest an 
abundance of debt capacity." 

Mr Gonzdlez Migoya said the 
expansion programmes at Hylsamex 
and Alpek, Alfa's petrochemicals 
division, would raise the group's 
overall debt this year by between 


$150m and S200m to about $22bn. 
However, given that Alfa is generat- 
ing about 8800m a year in cash, Mr 
Gonz&lez Migoya foresaw no difficul- 
ties in servicing the extra debt. 

His one worry concerned the 
steady appreciation of the Mexican 
peso, which has gained 15 per cent 
in value against the dollar over the 
past 12 months, and depressed Alfa's 
dollar earnings when they are trans- 
lated into pesos. “At today's rate, 
Alfa continues to export at a profit 
However, we are concerned about 
the trajectory of the exchange rate," 
Mr Gonz&lez Migoya said. 
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Santander shares 
lifted 



Shares In Banco Santander, Spain largest bwxking group, 
clmbed 'afterif said it would unify its treasury, asset 
management and corporate businesses. At the close in 
Madrid, the shares had lost some of their earlier gains hut 
were still up Pta47Q, or 3-87 per cent, toPtal&GOG. 

Until now, the activities had beai managed separately 
between Banco Santander and the investment banking 
aim, Santander Investment Tbs movewas taken in-fight 
erf Spain’s likely manbersb^ of Eurxq?ean monetary - 
union and were aimed at preparing the group for the 
challenges involved. ;V~‘- _ - V .. 

Ms Ana Patiicia Botiin, -exeaitive vice-president, will be 
responsible for treasury, mutual and pension ftmd 
management and insurance, while Mr Juan Rodrigue® 
Indarte, executive vice-president, will be responsible for 
market and credit risfc.;’T!he department of aj^azusation 
and cost control wifl.be beaded by Mr Jose Ramon 
Jimenez, joining tho bankas senior vte&presideut . 
responsible for implementing greater operating efficiency. 

. Beater, Madrid 

Charge hits Israel Discount 

Israel Discount Bank, the country’s third-largest, reported 
a 6 per cent fall in net income, blaming a onaoff charge to 
cover a hook loss on the sale of an overseas su b s idi a r y. 
Net income foil from 819.9m tu the first quarter of 1996 to 
818.7m in the first three months of 1997, includi n g the 
one-off charge of 85J5zn. iforiUiriing the charge, net income 
rose 22 per cent to $24Jjm. . ’ 

Income from finanehig activities before doubtful debt 
provisions fell 7 per cent to 8160m. Provisions for doubtful 
debts rose from 824.4m to 825.3m. or 16 per cent of 
financing income but were 46 per cent lower than the 
$45 .3m of the fourth , quarter of last year. Last month, the 
government raised about Sbk690m CS177m) in an offering 
of shares and warrants totalling 17 per cent of the bank’s 
equity. Aoi MacKUs, Jerusalem 

Telecoms lift Mannesmano 

Rapid ex pansion in telecommunications helped lift 
t u rnover at Mannesmanm the German industrial group, 
to DM&lbn ($4.8bn) in the first three months of this year, 
15 per cent higher than for the same period of 1996. In 
telecoms, where Manriesmann is building up operations to 
take advantage erf the German market’s liberalisation 
next January, turnover raise 69 per cent. Manriesmann did 
not disclose first-quarter profit figures, but said the ; 
results had Improved compared with a year earlier. For 
all 1997. “noticeable" gains were expected In thes 
engineering and “tubes and trading” divisions. However 
the company confirmed start-up costs would hit 
telecommunications profits. Ralph Atkins, Bonn 

Fiat chief sees higher sales 

Fiat, Italy's largest private enterprise, expects ttssales to 
rise by about 15 per cent this year and report profits at 
least as high as in 1996. This is the forecast without even 
discounting last year’s substantial gains from the 
flotation of a 31 per cent stake in its New Holland farm 
machinery subsidiary and the sale of its Prime fund 


manag ement group to Assicorazioni Generali 
Mr Cesare Ramiti, chairman, said yesterday In an . 
interview with the Turin daily newspaper La Stamps that 
sales this year were expected to total around LdO-OOObn' 
($54bn>, compared with L7S,000bn in 1996, whan they rose 
4 per cent over 1995. The group's consolidated net profits 
in 1996 were L2^7lbn compared with L2,l47bn in 1995 and 
included special gains of around Li,400bn from the sale of 
the New Holland stake and of Prime. Paul Betts, Milan 

Gazprom signs Polish deal 

Mr Rem Vyakhirev; chairman of Russian gas group 
Gazprom, was in Warsaw yesterday to sign a financing 
agreement for the first stage of the 650km Polish-section 
of the natural gas pipeline from the Jamal peninsula to 
western Europe. Under the agreement, $lbn will be 
arranged by Gazprom, while Poland's Oil and Gas 
company will be responsible for borrowing a further 
8350m to fund construction of the initial stretch. 

A liquidity squeeze at Gazprom has affected dealings 
with Polish companies, which have up until now provided 
food and consumer durables to Russia in exchange. for 
natural gas under barter deals. Now Gazprom is 
demanding cash payments for the gas it delivers, leaving 
the Poles to expert goods to the Russian market on their 
own account Christopher BobinsJa, Warsaw 
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Cowen & Company and Gilde Investment Management 
would like to thank all of the presenting 
companies at our Emerging Technology 97 conference 
held last month in Cannes, France. 


3Com Corporation 

Advanced RISC Machines 

AirTouch Communications, Inc. 

Analog Devices 

Applied Materials 

ASE Test 

Ash tech 

ATML 

Autonomy Systems 
Baan Company, N.V. 

Brainpower 
Brightpoint, Inc. 

British American Consulting Group 

Brooks Automation 

Boa kb am Technology 

Cabletron Systems 

Cadence Design Systems 

Charter Laboratories 

Computer Associates International 

Customer Dialogue Systems 

Decalog 

DigiCash 

EDS 

ESI Group 

Flextronics International 
The Forsyth Group 
Goodman Graham 
GraphiSaft 

Harmonic Lightwaves, Inc. 
flogS A 
Jyra Research 
LeCroy 

Lem out 6c Hauspie Speech Products 
Lightbridge, Inc. 

MainGoncrol 

Mentor I 

National Semiconductor 
Nat Systems International 


NetChannd 
Newbridge Networks 
OLiVR Corporation 
Open Market 
Option International 
Oracle 
Pana vision 
Parsytcc Computer 
Pixar Animation S nidi os 
Polygram 
Planet Hollywood 
POET Software 
Prolin 

Raptor Systems 
RTS 

Russell Reynolds Associates 
SciDel Technologies 
SCM Mkrros v ste m s 
SGS THOMSON 
Seagull 

Security Dynamics Technologies 
Shiva Corp. 

5oitec 

Superscape 

SuperNova 

SmallWorld 

SMART Modular Technologies 

Tecoplan Informa tik 

Teledata Communications 

TriQuinr Semiconductor 

Urimaco Safeware 

Veritas 

Veisant 

The Vision Factory 

W1NCAP 

Xrikon 

Xilinx 

Zapa Digital Arts 
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Thu table below gives the blast avaSable rates ot exchange (rounded] against four key cuiendes on Friday. May 23. 1897 . In Bonn comb the rate to nominal. Mattel rates we the awage of buying and eeUng 

rata except where they ora shown to be otherwise. In some coses marine t rates have been calculated from those of foreign currencies to which they ate dad. 
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Japanese trust banks return to the black 


By Gillian Tett 
in Tokyo 

Japan's trust banking sector 
returned to profit in the 1996 fiscal 
year, after heavy write-offs for 
property-related bad loans were 
responsible for a large loss in fiscal 
1995. 

The seven trust banks reported a 
combined recurring pre-tax profit 
of Yl24.38bn ($1.1 bn) a sharp 
improvement from the previous 
year’s loss of Yl,396bn. 

The upturn partly reflected new 
accounting measures brought in by 


the government during the last fis- 
cal year to help the banks write off 
bad debts. 

These allowed the banks to lower 
the levels of special retained earn- 
ings which they have to hold to 
guarantee the repayment , of loan 
'trust principals. 

By lowering the level of these 
earnings, the banks were able to 
use some of their capital to makp 
bad loan provisions. 

However, the banks also reported 
reasonably healthy levels of fee 
income, and forecast that they 
would remain in profit in fiscal 


1997. Six of the seven trust banks 
reported pre-tax recurring profits. 
With Mitsubishi Trust the largest 
posting recurring profits of YTBbn, 
compared with a loss of Y321bn In 
the previous fiscal year. 

At the other end of the scale, 
Nippon Trust was the only bank 
to report a second year of recurring 
loss - though at Y2-3bn its 
recurring loss was far smaller 
than that of the previous year's 
Y43.4bn. 

Ail the others - Mitsui Trust, 
Sumitomo Trust. Yasnda Trust, 
Toyo Trust and Chuo* Trust - 


reported profits of between Y5bn- 
and Y20bn. 

Some analysts yesterday hailed 
the results as a sign that the 
underlying trend in the banking 
results was improving. 

However, Mr Shigeru Kobayashi. 
deputy president of Mitsubishi 
Trust, warned that the banks 
did not expect net profits to rise 
substantially in this fiscal year, 
due to sluggish demand for loans 
and the weakness of the property 
market 

Although the banks also expec- 
ted interest rates to rise this year, 


this would probably not hurt them 
too badly, he added. 

In a sign of the continuing finan- 
cial pressures, two groups said that 
they planned to Issue debt in an 
attempt to raise their capital ade- 
quacy ratios. 

Sumitomo Trust announced that 
It planned to issue about YllObn 
worth of yen-denominated 
debt 

Meanwhile, Toyo Trust said it 
would shortly issue YSObn of euro- 
yen debt with share conversion 
rights, and another Y50bn of euro- 
yen convertible bonds. 


Red chips remain hot property 

Overnight returns of up to 100% are keeping demand high, writes Louise Lucas 


P ostmen will this week 
be delivering returned 
cheques - and. for a 
lucky few. share certificates 
- to applicants for Hong- 
Kong's record-breaking 
share offer for the Invest- 
ment arm of the Beijing 
municipal government 
Applications for shares in 
Beijing Enterprises are still 
being processed, but it is 
already clear that the issue 
has been oversubscribed 
more than i.ooo times - a 
record even by the euphoric 
standards of red chips, or 
mainland-backed Hong Kong 
companies. 

Investors have been smit- 
ten with the red chips, 
partly because of their links 
to China's economy and 
partly because of their per- 
formance record. 

Such stocks have risen 
more than 40 per cent so far 
this year, and in many cases 
investors have been 
rewarded with overnight 
returns of up to 100 per cent 
Beijing Enterprises is 
already trading in the grey 
market at three times the 
Issue price. Shanghai Indus- 
trial, which a year ago her- 
alded the current wave of 
municipal government red 
chips, closed on Friday at 
HK$44, five times the 
HK$728 issue price. 

The wealth generated by 
such offerings is filtering 


down through the economy: 
to the post office, printers 
and, of course, the banks. 

Far the latter, that wealth 
has tended to gather in a 
relatively small pool, sug- 
gesting that the red chips 
are taking a more selective 
approach to the distribution 
of mandates than the state- 
owned enterprises craning to 
market. These have spread 
their business equitably 
around Hong Kong’s invest- 
ment h anking community. 

Banks heading the red- 
chip league include Pere- 
grine Investments, the pan- 
Aslan investment hawk,, and 
Morgan Stanley, of the US 
(these two cosponsored the 
Beijing Enterprises issue); 
ABN Amro Rothschild, the 
year-old AngJo-Dulch equity 
capital markets joint ven- 
ture, and BZW Asia. 


ThE ^se ottho red^jWg , c ' Jm y * 

-‘Shaw^c^ mbaaedlJan-t 1097=1 ora ; ’.' : '--,v 








M ore lucrative than 
the initial - public 
offerings them- 
selves - which tend to be. 
small and shared with a slew 
of underwriters - are the 
placements that invariably 
follow. 

Part of the cachet of red 
(hips for investors has been 
their habit of acquiring 
favourably-priced assets 
from the mainland parent 
shortly after listing - a 
tendency under review by 
Beijing authorities 
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concerned at this outflow 
of assets into foreigners’ 
hands. 

These assets are generally 
financed with a secondary 
share offering, or placement, 
which are the real money- 
spinners - fees are between 
1.5 per cent and 23 per cent 
and the work (such as 
documentation and distribu- 
tion) is far less arduous and 


time rewignming than on an 
IPO. 

Placements are also more 
easily priced, as there is a 
traded benchmark. When it 
comes to IPOs, the heavy 
oversubscription rates sug- 
gest bankers are guilty of 
understatement when they 
concede that “pricing is an 
inexact science". 

If pricing is what the mar- 


ker will bjear, then that sug- 
gests the margin of inexacti- 
tude is ad big as last week’s 
queues for forms. But the 
bankers prefer to attribute 
this to an inefficient retail 
offering mechanism anH the 
relatively j small sire of pub- 
lic issues.! 

T here is certainly an 
element of this, which 
is why the Hong Kang 
regulator]* last week intro- 
duced intjerim measures to 
stop investors applying for 
the maximum value of the 
offering. ; 

Since applications, if suc- 
cessful In the ballot process, 
are scaled back, investors 
apply for toe maximum in 
the hope of getting a smaller 
tranche - thus, the argue- 
ment goes, the level of 
oversubscription does not 
give a true picture of 
demand. 

Nevertheless, it cannot be 
long before issuers start 
demanding bigger returns 
from their sponsors. At the 
moment they have a big sop: 1 
simply by depositing appli- 
cants' cheques, red chips can 
scoop big windfalls. 

But in the case of Beijing 
Enterprises, small cheques 
will not be cashed - In part 
because of fears that a sub- 
stantial amount of money 
wiB be frozen, in the banking 
system. 


An Feng deal is ‘fair and reasonable’ 


By Nikki Tart 
in Sydney 

The reverse takeover of An 
Feng. Taiwan’s second 
largest steel group, by 
Kingstream Resources, a 
much smaller Australian 
resources company, has been 
described as "fair and 
reasonable” by an 
independent report. - 
Both companies said that 
publication of the report yes- 
terday should pave the way 
for the merger and for a sub- 


sequent A$500m (US$383m) 
equity capital-raising, 
related to the ambitious Mid- 
west iron and steel project hi 
Western Australia. 

The companies said the 
amount sought would 
“depend on final project 
costing", but indicated that 
they hoped to undertake the 
fund-raising in the second 
half of 1997. 

The A$l-4bn Midwest proj- 
ect envisages the develop- 
ment of an integrated “direct 
reduced iron" pellet and 


steel slab plant near Gerald- 
ton, in Western Australia. 
The plant would use iron ore 
deposits at Tailoring Peak, 
also in WA, and would be 
the first steel-making facility 
in the state, which houses 
rich iron ore deposits. 

The independent report, 
by Grant Samuel, acknowl- 
. edged that both the takeover 
and the associated venture 
had significant risks. . 

• It noted that An Feng was 
highly-geared and commit- 
ted to significant capital 


expenditures, and that there 
was “little definitive infor- 
mation on the financial posi- 
tion or stability of Mr Chu, 
Madam Wu and their associ- 
ates" - the main sharehold- 
ers in An Feng. 

If the reverse takeover 
goes ahead, Mr Chu, Madam 
Wu and their associates 
would own 62.1 per cent of 
Kingstream. Existing Kings- 
tream shareholders would 
have 2l per cent. 

But Grant Samuel added 
that if the Midwest scheme 


went ahead as a joint 
venture only, the benefits of 
the merger would outweigh 
the drawbacks. These 
include conflicts of interest 
for An Feng and excessive 
exposure for Kingstream to a 
large but potentially risky 
project 

Kingstream shareholders 
win be asked to vote on the 
reverse takeover - the first 
big Taiwanese venture in 
Australia - on June 1R 

The deal was announced 
on January 3- 


Plan for 
Vietnam’s 
first stock 
exchange 

By Jeremy Grant in Hanoi 

Vietnam’s State Securities 
Commission plans to submit 
a proposal to the govern- 
ment next month outlining 
how the communist-run 
country's first stock 
exchange could be set up 
anil run. 

Mr Vu Bang, a senior SCC 
official, safd the proposal 
included suggestions for the 
scope of foreign brokerage 
participation on the even- 
tual bourse. 

He declined to elaborate, 
but Hanoi has indicated it 
might allow joint ventures 
or grant foreign securities 
houses individual branch 
status. 

Last month, Daiwa Securi- 
ties. of Japan, signed a 
memorandum of under- 
standing with a Vietnamese 
bank to set up a joint 
brokerage. 

Mr Bang said the SCC had 
also completed a draft secu- 
rities ordinance following 
consultations with the Inter- 
national Finance Corpora- 
tion, the World Bank affili- 
ate. That could be submitted 
to the country's National 
Assembly, or parliament, by 
the third quarter. 

Vietnam plans to set up 
the stock exchange in Ho 
Chi Minb City, the soothers 
commercial hub. But ana- 
lysts said a launch was still 
years away. 

The project, which was 
first mooted in the early 
1990s. has been repeatedly 
delayed by a lack of suitable 
candidates for listing and 
poor accounting standards. 

A privatisation pro- 
gramme that was designed 
to groom some state-owned 
companies for public offer- 
ing has been stalled for 
about two years. 

Vietnam’s private compa- 
nies are too small to war- 
rant listing, while the coun- 
try’s auditing and 
accounting systems are still 
rooted in the Soviet era. 
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Mitsubishi 
Materials up 27% 

Mitsubishi Materials, tbe Japanese ceramics and metals 
group, brushed aside a fall in aluminium product sales 
and reported a firm rise in profits for the year to March. 
The company, a leading maker of aluminium cans, 
reported a 4 per cent rise in parent sales from Y723.5bn to 
T749.4bn (S6.5bn j. The group attributed the rise to 
buoyant demand for fabricated metal products from the 
car industry, firm demand from the information 
technology industry, higher exports and cement 
construction materials. 

Demand for these products overcame a fall in 
al uminium product prices during the year and, combined 
with cost-cutting measures and the beneficial impact of 
tbe weaker yen. helped to boost recurring profits by 27 
per cent to from Y&3bn Y10-5bn. Net income rose 79 per 
cent from Y2.3bn to Y-Jbn. 

Mitsubishi Materials said it expected the trading 
environment to remain tough in tbe current year amid a 
decline in public works activity, which was expected to 
impact cement sales, and price declines tor many of its 
mainline products. 

However, the group believes higher sales of advanced 
and silicon products to tbe information technology 
industry, as well as lower costs, will help it lift sales and 
recurring profits in the current year to Y765bn and 
Yl&Sbn. respectively. Net income is also expected to 
increase substantially, to Y6.5bn. 

Michiyo Nokomoto. Tokyo 

Weak yen helps lift Kubota 

Kubota, tbe Japanese producer of farm machinery and 
iron pipes, yesterday reported a rise in annual sales and i 
profits, thanks to a strong export performance helped by a 
weak yen. The group announced a 6.5 per cent increase in 
consolidated turnover to Y2.242ba. slightly more than its 
own forecast Pre-tax profit rose 9 per cent to Y60.2bn. Net 
profits rose by 15.6 per cent to Y28.9bn, leaving earnings 
up by just over Y2 per share at Y 18.84 per share. 

Export sales rose 13.6 per cent to Y 21.7bn, but domestic 
sales climbed more slowly, rising 5.3 per cent to Y4&lbn. 
While the yen's fall helped exports, Kubota also attributed 
its strong overseas performance to higher sales of 
industrial and engineering products, led by industrial 
castings and computer peripherals. 

Tbe parent company, which is more exposed to the 
domestic market than the group, did slightly less well. It 
announced a 4 per cent increase in consolidated turnover 
to Y835bn in the year to March, on which pre-tax profit 
increased 43 per cent to Y35.8bn. Net unconsolidated 
profits rose 5.8 per cent over the same period, to Yl8bn. 

Kubota gave no consolidated forecast, but the parent 
expects unconsolidated sales to rise 4.6 per cent to Y640bn 
in tbe year to next March, on whicb net profits are 
projected to rise just 2.8 per cent to Yl8.5bn. 

William Dawkins. Tokyo 

ICI India advances 20% 

Strong growth in paints and explosives helped ICI achieve 
a 20 per cent increase in net profits for the year to March 
31 as net sales rose 15 per cent. Pre-tax profits rase 12 per 
cent from Rs620m to Rs696m t. $19. 44m) on sales of Rs6.7bn. 
Net profits increased from Rs349.7m to Rs42im; earnings 
per share rose from Rs336 to Rsi0.42. Tbe annual 
dividend goes up 12.5 per cent to Rs4.50 a share. 

ICI India is investing Rslbn to build a paint factory at 
Mobali and a polyurethane blending plant at Thane. The 
company, which aims to raise sales to Rs50bn by 2005, 
sees a “period of rapid growth" based on the “current 
strong businesses'* and “new activities". 

Runal Bose. Calcutta 

Qantas shuffles management 

Qantas. the Australian airline in which British Airways 
holds a 25 per cent interest, yesterday announced 
management changes which it said were part of its 
cost-cutting programme. Linder the plan, the operations 
division and associated business division will be merged 
into other areas. Mr Gary Tommey. finance director, will 
take responsibility for airports, freight and catering, and 
Mr Geoff Dixon, who looks after commercial operations, 
will take on in-flight services and resorts. 

Nikki Tait, Sydney 
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NOTICE OF SHAREHOLDERS* MEETING 

l of the shareholders will be held at 10.30 sun. on Tuesday June 24, 1 997 at 
. Via Pantano 9, Milan, or at second caUng, If necessary, at the same 
tens and plaoe on the following day. A possible third calling just for the extraordinary 
meeting is fixed tor 10.30 a.m. on Thursday June 26, 1997 to consider the following 

Agenda 

Ortfinary part 

1) Financial statements at December 31 . 1996. Report of the Board of Directors on 
the Company's operations. Report ofthe Board of Statutory Auditors. Relevant and 
si&sequent decisions. 

Extraordinary part 

1) Approval of Montedison Spa’s proposed merger by absorption of Flnauslm Spa, 
Montedison Servizl Ftnanziari Spa, Palazzo Mauro De Ancta Spa and Sodotd 
Italians Rnanzlamentl Industrial! - S.I.F.I. Spa, Involving the cancellation - without 
the issue of shares by the absorbing company - of shares of the absorbed 
companies, wholly or directly held by the absorbing company, or indirectly held 
through companies In the process of being absorbed. 

2) Authorization (under art. 2420-tar of the Italian Civil Code) for the Board to issue 
bonds totalling up to Lire 1 .000 billion, in one or more tranches, over a period not 
exceeding S years from the date of authorization, and consequent amendment of 

. the Company's by-laws to Include art 5-bfei (delegation under art. 2420-ter of the 
Italian Civil Coda). 

3) Relocation of the Company's registered offices in MBan from Fdro Buonaparte 31 
to Plazzatta Maurfllo Boss! 3, and consequent amendments to art 3 of the 
Company's by-laws (registered offices}. 

Shareholders are entitled to attend the General Meeting if at least live dap prior to 
the Meeting they have deposited their share certificates at the Companys registered 
office, or at the Montedison Securities Office, Via Cerva 28. Milan, or at one or the 
following financial institutions: 

fn Italy: Monte Tltoli (for certificates deposited with the same), Cradfto Italian©, 

Banes Commerciale Italians, Istituto Bancario San Paolo di Torino, Banca d Roma, 
Cassa di Rtsparmlo delta Provfncle Lombards, Banca Nazfonais del Lavoro, 

Banco di Napoli, Banca Monte del Paschl di Siena, Banco Ambroslano Veneto, 

Banca Nazlonaie dell' Agrtcottura, Banca Popotara di Milano, Banca Popoiare 
di Bergamo - Crsdito Varesino, Banca Popolare di Novara, Rolo Banca 1473. 

Abroad (as appointed by Italian banks In accordance with Italian law): 

In Switzerland: Union de Banques Suisses - Zurich. 

In Franco: Banque Indosuez - Paris. 

In the UK: National Westminster Bank - London. 

In Belgium: Banque BruxeOes Lambert - Brussels. 

In G e rma ny. Deutsche Bank - Frankfurt am Main. 

In the Netherlands: ABN-AMRO N.V. - Amsterdam and Rotterdam, 
to the USA The Bank of New York -New York. 

for the Board of Directors 
Jigi LuccWnl 


Montedison Spa 

Registered Office - Fdro Buonaparte 31 , Milan 
Capital stock: Lire 5,716,444,832,000 fully paid-in 
Milan Company Register No. 310853 
Tax Code 01174030153 
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US$200,000,000 
Guaranteed subordinated 
floating rate notes 2003 

Notice is hereby given that 
(or the interest period 
27 May 1997m 26 November 
1997 the notes will carry on 
interest rate of 5.875% per 
tuuuniL Interest payable on 
26 November 1997 will amount 
to US$29.86 per USS10O0 note 
andlSS29S.65perUSSXl.000 
note and US$2,986.46 per 
US$100,000 note. 

Agent: Morgan Guaranty 
Trust Compary 

JP Morgan 
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Aluminium fatmiw RSC (c) 

UA$ 106AOMOO 
Secured Fftoatteg Rate 
Bonds Doe 2001 

In accordance with the 

K " ons contained in the 
and Conditions 
governing the Bonds, notice is 
hereby given ha! for 
he- Interest Period from 
27 May 1897 to 24 November 
1997, ha Bonds w3 cany an 
interest rate of a 7344% per 
annum calculated on a 
principal amount per Bond 
ofU.S. $100 QI-. 

The interest amount payable 
by the Issuer on the Interest 
Payment Date falling on 
24 November 1997 wtil be 
US. 5 33^6 per Bond. 

Bank of Bahrain and Kuwait 
Reference Agent 


Wells Fargo & Company 

uss20o l oao,ooo 

Floating rate subordinated 
capital notes due 1998 

The notes will bear interest 
at 993/6% per annum for the 

interest period 27 May 1997 to 
27 August 1997. Interest 
payable on 27Augast 1997 will 
amount to USS1S1.74 per 
US$10,000 note. 

Agent Morgan Guaranty 
Trust Company 

JPMorgan 


L 


COMPANIES AND FINANCE: THE. AMERICAS 


Telefonica, Unisource sever ties 


By Tom Bums 
In 


Telefonica and the 
Unisource alliance are likely 
to agree a “divorce settle- 
ment” within two weeks, 
scarcely a month after the 
Spanish operator withdrew 
to join the Concert alliance 
of British Telecommunica- 
tions and MCL 

The settlement involves 
the return by Telefonica of 
the 25 per cent stake it 
acquired in Unisource and a 
compensatory cash payment 
by the Spanish company to 
its former partners - the 
national carriers of The 
Netherlands. Sweden and 
Switoertand. 

Tele fOnica will regain con- 
trol of TTD, a data transmis- 


sion company it handed over 
to Unisource as part of the 
equity purchase. Telefonica 
said yesterday that the cash 
compensation would be 
“considerably lower” than a 
figure of Ptalfibn ($120m) 
that has been quoted by the 
Spanish press. 

The operator cl aims it 
incurred losses of Pt&7bn 
last year through its Uni- 
source involvement 

Details of the severance 
have been agreed by repre- 
sentatives of both sides, who 
began meeting in Madrid 
and in Amsterdam, Uni- 
source’s headquarters, 
shortly after Telefonica 
switched to Concert. The 
terms now have to be 
approved by the Telefonica 
and Unisource boards. 


Sources dose to the nego- 
tiations rend .final approval 
was expected before June 9, 
when competing bids have 
to be entered for the acquisi- 
tion of Retevisidn, Spain’s 
second fixed-line telecoms 
operator. 

This riming will allow UDh 

source, which was excluded 
from the Retevisidn bidding 
process because of its ties 
with TelefOnica, to negotiate 
a presence In the Spanish 
market 

Italy's Stet and Maunes- 
mann l of Germany, which 
both have links with Uni; 
source and with AT&T, the 
US ally of the European 
partnership, are preparing 
separate bids for Retevisidn. 

A third bid is being drawn 
up by France Telecom and 


Sprint, of the US, which' with 
Deutsche Telekom form the 
rival Global One alliance. 

Once the • .TelefSnicia- 
Unisource knot is ratted* file 
Spanish company and BT 
will press ahead with- an 
exchange of equity valued at 
some PtafiSbn. 

It was agreed last month 
that Telefonica would lake 
about 1 per cent of BT'ahd 
that the UK company would, 
acquire about 2 per cent of 
its Spanish partner. 

BT is also expected to dis- 
pose of the 1SL8 per cent 
stake in Airtel, a domestic 
qft llul fl r phone network that 
competes with Telefonica, as 
well as sell a "data transmis- 
sion company it created in 
Spain four years ago. 

Telefonica is to become 


the exclusive provider of 
Concert services in Spain. 

Meanwhile, Telefonica will 
tomorrow hold its mont hl y 
board meeting in Washing- 
ton, in amove to emphasise 
the tr ans atlantic nature Of 
its strategic agreement with 
Cane&t. . 

The* board will appoint Mr 
Fernanda Panlza to manage 
Telefonica Panamericana 
MCI, a company based in 
Miami -and jointly- owned 
with .MCI that wfiT develop a 
fibre optic network provid- 
ing integrated services to 
‘customers in the Americas. 

Mr Panizd is a senior exec- 
utive of Tisa, the . Spanish 
company’s international sub- 
si diary and the dominant 
foreign operator in Latin 
America: 

i : — 


Gaylord puts faith in new genre 

The company that made its fortune from country is tarrnng to Christian music 


S uited, dapper and 
sprightly, Mr Earl 
“Bud” Wendell is an 
unlikely looking country 
music impresario. Yet he has 
probably done more than, 
anyone to turn the sound of 
tvrangbsg guitars and plain- 
tiff cowboy laments into one 
of the biggest music indus- 
try success stories of recent 


Recently, at the age of 70, 
Mr Wendell announced he 
was retiring as chief execu- 
tive of Gaylord Entertain- 
ment, a company which has 
mad** a fortune for its share- 
holders on the back of the 
country music craze. 

Rather than look back, 
thou gh L he was more inter- 
ested in looking ahead, to 
what he believes will be the 
next great success story in 
US arrtwtafninpnt - Christian 
music. If he is right then 
Nashville-based Gaylord 
could be set far one erf the 
most unlikely encores the 
industry has seen. 

“A lot of people got turned 
off by hard rock, and they 
didn’t like rap.” said Mr 
Wendell. “Big band music 
disappeared on them, they 
had to go somewhere." 

That was the soil -that 
nourished the middle of the 
road sound of modem coun- 
try music. Add in the resur- 
gence of interest in the US 
about traditional moral val- 
ues and the strength of the 
Christian movement, and it 
could also produce the coun- 
try's next music craze. 

“We’re thrilled about it," 
Mr Wendell said. “We're see- 
ing a move back to tradi- 
tional family values.” 

It is impossible to go far in 
Nashville, home of country 
music, without stumbling on 
monuments to Gaylord's 
success. They Include the 
refurbished former taberna- 
cle where country music’s 
most famous show, the 
Gxand Ole Opry, began more 
than 70 years ago, as well as 
newer venues Kke the mas- 


sive Opryland Hotel, one of 
the biggest resort hotels in 
the US. 

“What Bud has done for 
this industry has been pretty 
incredible," said Mr Terry 
London, the man who now 
takes over from hnn- 

Top of that list was the 
creation of TNN and CMT, 
two cable television net- 
works that Gaylord agreed 
to sell to Westinghouse Elec- 
tric for $L6bn in stock. 

TNN had just been 
launched In 1983 when Mr 
Edward Gaylord paid $225m 
for a collection of country 
music assets. By the end of 
last year, it had grown into 
one of the most successful 
cable networks in the coun- 
try, with revenues of 3252m. 

Country music's share of 
US record sales, in the mean- 
time. grew from 5 per cent to 
a peak two years ago of 
about 18 per cent That may 
go down as the genre's 
high-water mark: last year, 
country fell back to 15 per 
cent of sales. “We think it’s 
plateaued, and then it will 
rise again,” Mr Wendell said. 

But Gaylord, while 
remaining heavily depen- 
dent on country, has placed 
its next bet on a different 
musical form. In 1994, if 
acquired an option to buy 
Z Music, a cable network 
that transmits Christian 
music videos. Then, earlier 
this year, it .acquired a 
Christian music publisher 
whose stars include the 
widely-acknowledged leader 
of the genre. Ms Amy Grant- 

According to Mr London, 
there are many parallels 
between this musical genre 
and the country scene some 
years ago. Contemporary 
Christian music is also based 
in Nashville, he said, and 
accounts for only about 3-4 
per cent of record sales. 

And just as country's suc- 
cess was based on its evolu- 
tion into a musical style 
with broad appeal, so Chris- 
tian music's growth will be 
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Amy Grant, one of the stars of the Christian music genre 


dependent on its ability to 
reach a larger audience. 
Though fairing many differ- 
ent musical forms, from gos- 
pel to reggae, the new stars 
of the genre play a gentle 
form of pop music. 

“We believe there is a 
desire to see a family values 
product that is different 
from what is available 
today," Mr London said - 
though ho added that this 
did not mean diluting the 


content “We’re not embar- 
rassed abont putting forward 
a Christian message.” 

To repeat, the trick is 
likely to prove difficult, 
though- The success of coun- 
try music was due in large 
part to the growth In radio 
stations that are devoted to 
this style of music: there are 
now reckoned to be 2,500 
such stations in the. US, 
including half of the 100 
largest TNN, a network that 


Gaylord says promotes the 
“country, lifestyle", is avail- 
able in-97 per cent of the; US 
that are, hooked up to 
cable" systems. 

Christian music may find 
it harder to find a mass audi- 
ence. The airwaves in the 
Nashville area, like much of 
the South, are littered with 
Christian radio stations' — 
but these are primarily bent 
on proselytising, not promo- 
ting the music that ■compa- 
nies like "Gaylord seek to 
selL 

or will Gaylord be 
setting ont to buy 
radio stations to pro- 
mote its hew musical form. 

. Rather, prompted by the 
high prices at which US tele- 
vision and radio stations 
have been changing hands 
recently, it has been shrink- 
ing "its broadcasting base of 
late. And Z Music Is avail- 
able round-the-clock in only 
1m cable homes so far, held 
back by the limit in band- 
width that has produced a 
temporary bottleneck in the 
development, of " the 

mnttt rfiflrmel ftiture. - 

All of this means that the 
boom in the Christian music 
could be some time coming. 
In the meantime, the new 
Gaylord will be largely 
dependent on its hotel and 
other hospitality ventures, 
which it hopes to extend 
across the country through 
partnerships with other 
companies. 

And there will still be 
country — and a small cable 
network in the form of CMT 
international, which reaches 
6-Sm homes outside the US. 

“There is every sign there 
is a- market around the 
world for -country music,” 
said Mr WehdelL It is a form 
of music that is based, after 
all, on “true stories - human 
stories. We*ve always felt it 
was more pure than most 
other forms, of music". . . 

Richard Waters 


Europe gets taste for high-yield debt 


By Samer Iskandar 
and Edward Luce 

To the casual observer, the 
recent birth of a high-yield 
band sector in Europe might 
conjure up images of the 
racy US junk market of the 
late 1980s. when a series of 
defaults left many investors 
with losses. The US market's 
reputation for unscrupulous- 
ness has only recently been 
dispelled. 

But Europe's fledgling 
Junk bond market Is unlikely 
to become a stamping 
ground for cowboys. Inves- 
tors tempted to take a closer 
look will be reassured by the 
status of its market makers 
- blue-chip investment 
banks including Morgan 
Stanley, Credit Suisse First 
Boston, Bankers Trust and 
Salomon Brothers - and 
indications that they are 
stressing the importance of 
transparency and detailed 
disclosure. 

So far, the response to 
Europe’s first four high-yield 
Issues from institutional 
investors has been enthusi- 
astic. The DM160m deal by 
Geberit, a Swiss sanitary- 
ware company, which kicked 
off the new market in 
March, was heavily over- 
subscribed. 

Three subsequent deals 
have also been well-received. 
Bankers say that demand for 
the bonds - a DM 175 m offer- 
ing from Exide. a leading 
battery maker, a £i25m issue 
by Castle Transmissions, a 
UK television company: and 
DM200m bond from 
Impress, a European can 
producer - has exceeded 
expectations. 

Mr Michael Ridley, direc- 
tor of fixed income at Salo- 
mon Brothers, which 
arranged the Impress deal, 
said that 63 institutional 


Junk bonds; 
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buyers had bought the 
paper. That was more than 
double the number of orders 
Salomon had been expecting. 

“European h ank s and 
investment funds are clearly 
doing a lot of homework Into 
the high-yield market and 
they like what they see,” Mr 
Ridley said. 

High-yield bonds are spec- 
ulative debt securities issued 
by companies with credit 
ratings below rating agen- 
cies’ "investment grade" 
threshold - BBB* and Baa3 
from Standard & Poor’s and 
Moody's, respectively. 

In exchange for the higher 
credit risk, the issuer 
rewards investors with sub- 
stantial interest margins 
over benchmark government 
or corporate bonds. 

Geberit for example, was 


offered to investors with a 
coupon of 10.125 per cent. 
This compares with returns 
of less than 6 per cent on 
10-year German government 
bonds, or bunds. 

Bankers are optimistic 
that the market will grow 
quickly. They expbet 
between 10 and 15 issues this 
year for a total amount of 
more than $lbn. 

Issuance could double in 
1998 and the total size of the 
European high-yield market 
could settle between $20bn 
and $30bn in coming years 
as the sector matures." This 
compares with a market of 
more than $150bn in the 
US. 

But bankers say that some 
stereotypes must still be 
overcome before mainstream 
investors are comfortable 


with European high-yielding 
paper. 

Europe's only previous 
experience of Junk bonds 
was ta-Switzerland, where a 
lively market for high-yield 
corporate debt collapsed ini 
the early 1990s after a num- 
ber of defaults. 

Part of the problem was 
the quality of the issuers 
which Included PollyPeck, 
the UK company which sub- 
sequently became insdviehl, 
and Australia's Bond Corpo- 
ration, which became mired 
In legal cont ro versy . . 

Bankers active in . the 
nascent market are adamant 
the mistakes of the past wiH 
be avoided. 

“The Swiss junk bond 
market was completely unre- 
gulated and institutional 
investors were not well edu- 
cated in the market for 
credit risk,” said a senior 
official at a large US bank in 
London. “This time round it 
is in everyone's interest to 
avoid those mistakes.” 

They are emphasising the 
importance of providing 
detailed information to 
investors, far example . 

The prospectuses of recent 
issues contain more informa- 
tion on companies than jg 
required by market regula- 
tors. “We have deliberately 
chosen to -adopt SEC-style 
disclosure,” said a- syndicate 
manager, referring to disclo- 
sure rules imposed by the- 
US Securities and Exchange 
C omm ission, widely viewed 
as ihe strictest in the worliL 

THe prospectus of one 
recent issue, for example; 
states clearly, in prominent 
bold letters on the cover 
See ‘risk factors’ on page 
16”. Detailed descriptions of 
the company's finanr-iai posi- 
tion follow, including- r ipfcp . 
ences to the parent .compa- 
ny’s indebtedness -and 


warnings that expansion 
plans impose, “significant 
capital requirements”. 

Bankers say that there are 
other conditions in favour of 
the. development of a Euro- 
pean junk bond market. . 

Tight monetary conditions 
in Europe, are, forcing inves- 
tors to accept mndi lower 
yields than before on govern- 
ment and private sector 
bonds. 

This, coupled with the fact 
that European monetary 
union in 1999 .will eliminate 
the exchah ge rate gains to 
be made .from bonds denomi- 
nated hr a foreign currency, 
means that investors are 
increasingly focusing oh 
credit - 

Added to this, the creation 
of a genuine single market 
in Europe means there will 
be far mare takeovers, merg- 
ers and leveraged buy-outs 
than before. To the yield- 
hungry, bond investor thfa 
can. only mfo n one thing . - 

"Investors are going to 
have to concentrate much 
mors an (histories if they, 
want to maintain the portfo- 
lio retains. they are used to,* 
said one banker. ' 

“To put it ertidely/that 
means there’s goiiig.to be a 
growing appetite for junk 
braids -in Europe/* . 
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attack beast (5.4) 
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come far Japanese dish (5) 
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strong light source 0) 
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(7) over, gaining notice (9) 
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Highs & lows shown on a 52 week basis 
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One thing hasn’t 
changed about Rockwell 
- our hallmark is still 
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FINANCIAL 


Tidal wave engulfs 
shaky Paris bourse 


Foreign support for Japanese stocks 

Gwen Robinson on the arguments for, and against, Japan’s recent equity revival 
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in the absence of the 
exuberant US market and its 
anxious. UK counterpart, 
both on holiday, 10 continen- 
tal bourses notched up 
all-time Hi ghs 

The main exception was 
PARIS, engulfed in a tidal 
wave of uncertainty in the 
wake of Sunday's first round 
election vote. 

A fifth of the CAC 40 index 
components showed losses of 
more than 5 per cenL The 
banks took a nasty hit. and 
Thomson CSF tumbled 
nearly 10 per cent 

CSF. off FFr18.20 at 
FFr171.30, was the day's 
heaviest casualty as talk 
that the planned sale of the 
state's 58 per cent stake in 
the company would be aban- 
doned should a left-wing 
gover nme nt emerge victori- 
ous next Sunday. 

The fall-out was wide- 
spread. Lagardfere and 
Alcatel Alsthom, the two 
groups vying to acquire CSF, 
fell FFr10.80 or 5-8 per cent 
to FFr17450, and FFr19 to 
FFr661 respectively. 

Banks suffered from wor- 
ries about the EMU time- 
table and fears for an end to 
the restructuring talk that 
the market had been enjoy- 
ing all year. BNP came off 
FFr16 or 6.1 per cent to 
FFr247 and Societd G6nferale 
retreated FFr42 to FFr654. 

Sentiment was said to 
have been severely shaken, 
although actual volume was 
fairly modest at 12.56m 
shares. Euro Disney 
improved 5 centimes to FFr9. 

The CAC 40 index closed 
down 106.16 at 2,654.74. 

FRANKFURT shook off 
early weakness on the 
French polls, moving from a 
Dax low of 359856 to peak 
4759 higher at an Ibis- 
indicated 3J6G95L Turnover 
reflected the Anglo-Saxon 
holiday with a fall from 
DMlL3bn to DM105bn. 

Mr Jens Wre cking at P rot 
Dr. Dolff A Partners said 
that the focus of the market 
had moved from a rising dol- 
lar and a favourable interest 
rate environment to corpo- 
rate results and takeover 
stories; Roche's price for 
Boehringer was seen as an 


indication that chemicals 
were cheap. 

Bayer and BASF rose 
DM1.75 to DM68.65, and 
DM1.65 to DM66.15 respec- 
tively. Commerzbank, with 
10 years of takeover rumours 
behind it, rose DM1.60 to 
DM5L20; it was bracketed by 
by gains of 3.3 per cent and 
3.1 per cent at Allianz and 
Munich Re, big insurers that 
were seen more as predator 
than victim, up DM12 to 

Aba»d^ T .-. 
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DM373, and DM134 to 
DM4,489. 

On the broad market, said 
Mr Wiecking, longer term 
rates had risen recently, tak- 
ing the average long bond 
yield back to 5.18 per cent, 
where it was at the end of 
March; at that time, he 
noted, the Dax was around 
3500 and the dollar DMI.72S. 

AMSTERDAM racked up 
another record and looked to 
have been a beneficiary of 
investors switching out of 
France. The AEX index rose 
8.23 to 812.19. 

ING and Fortls Amev 
appeared to anticipate good 
first-quarter statements this 
week. ING added FI 2.70 or 
3.1 per cent at FI 88.80 in 
3.1m shares traded, while 
Amev jumped FI 2.30 to 
FI 8250. 

There was an early morn- 
ing rumour that Akzo Nobel 
was set to announce a big 
acquisition, possibly the 
tioxide paints operations of 
ICL of the UK. 

But the shares stayed an 
the upside, gaining FI 250 to 
FI 266, helped by hopes of an 
upbeat meeting with ana- 
lysts on Friday. 


BRUSSELS celebrated 
Paribas's Gevaert reshuffle 
involving the investment 
co m pany itself, Ahnanfi and 
Cobepa, which left the trio 
up 12.3 per cent, 7 per cent 
and 65 per cent respectively; 
by BFr565 at BFr3340, 
BFA.075 at BFrl6,500 and 
BFr90 at BFrl520. 

It speculated on separate 

gTUflnnpg Jq thp hanking sec- 
tor, with Kredietbank up 
BFrSOO at BFrl4.400 and BBL 
BFr250 better at BFr9,300. 
But it lacked strength in 
depth, and the Bel-20 index 
came in just 1156 higher at 
2579.04. 

ZURICH took on board the 
Roche admission that its 
acquisition of Boehringer 
Mannheim was likely to 
dilute aaniinga in its first 
year, and Roche certificates 
came back to dose SFrl85 
lower at SFA3.0Q5 after an 
earlier intra-day high of 
SFrl3,74£L However, the SMI 
index stm scored a record 
high, up 15.7 at 5,196.7. 

MADRID saw strength in 
utilities and banks as it 
extended its record ran, the 
sectors gain mg 3.1 and 25 
per cent respectively as the 
general index put on 1L83 at 
570.73. In utilities, Fecsa rose 
Pta65 or 55 per cent to 
Ptal510 and Iberdrola PtaTO 
to Ptal.920. In banks. Ban- 
kin ter rose Ptal.190 or 4.8 
per cent to Pta26,000 as it 
brought in an employee 
incentive scheme, and BBV 
by Pta290 to Ptal0500, sup- 
ported by news of a share 
split after weakness in the 
stock last week, dealers said. 

MILAN moved lower. BC1 
continued to slip as inves- 
tors fretted about potential 
takeover forays. The shares 
dipped L100 to 15,350. There 
was profit-taking among 
telecoms stocks. Stet fell 
L178 to L8515. The Mlbtel 
index closed with a loss of 
178 to 12553. 

BUDAPEST closed at a 
new hi g h , the Bux index ris- 
ing 117.73 to 559152. With 
London dosed, the supply of 
stock was weaker than it 
might have been, and bro- 
kers, pragmatically, foresaw 
profit-taking today. 

Written and edited by WBKam 
Cochrane and Jeffrey Brown 


A t the height of the 
yen's rally against the 
dollar last week, when 
the US currency approached 
Yin and the Nikkei 225 
average fell 2.4 per cent, 
observers were still pointing 
to signs of new resilience in 
Tokyo equities. 

The key index recovered 
on Friday, amid signs that 
the dollar had stabilised for 
the time being in the Y116- 
YlIS range. On Monday, the 
Index closed at 20,00940, up 
ll per cent since the end of 
Japan’s fiscal year on March 
31. 

The view that Japan's 
equity market is recovering 
- or at least bottoming out - 
has been a popular theme 
recently among Japan-based 
analysts and foreign fund 
managers. The prognosis is 
tempered, however, by lin- 
gering concerns about cur- 
rency movements, the pace 
of Japan’s economic recov- 
ery and anxiety about the 
impact of a possible interest 
rate increase. Recent assur- 
ances by Japanese officials 
that the official discount 


rate, now at a historic low of 
05 per cent, would not be 
increased until a solid eco- 
nomic recovery is under 
way, have laid market 
rumours to rest for now. 

Several factors contribute 
to the bullish view, includ- 
ing forthcoming reforms in 
the securities field as part of 
the government’s "big bang” 
financial deregulation plan. 
Stock options will be intro- 
duced next month, to be fol- 
lowed by the abolition of 
fixed commissions on securi- 
ties transactions some time 
next year. 

The recent scandals stem- 
ming from Nomura Securi-' 
ties' illegal trading activities 
point to greater policing;' by 
financial authorities. In step 
with a growing shift to inter- 
national accounting stan- 
dards, enhanced transpar- 
ency and better corporate 
governance; this will inspire 
greater confidence among 
investors, analysts say. 

Another factor is the 
steady improvement in cor- 
porate profits. In the current 
annual reporting season. 


which finishes this week, 
companies have so far 
posted an increase of nearly 
16 per cent in aggregate 
profits- In the short term, 
profit growth may provide a 
poor guide to equity market 
movements, says Neil Rog- 
ers of UBS Securities in 
Tokyo. “But over the 
medium term, profit growth 
sets the celling for equity 
market returns.” 

Furthermore, Japanese 
stocks are particularly 
attractive, when- valued 
against, -cash ■' flow rather 
than reported earnings - per. 
- share, says Charles .Clough, . 
chief investment- strategist 
with Merrill Lynch. : 

The .sky-high price/ 
earning s multiples SO com- 
mon to Japanese companies 

are “a little' contrived”, he 
says. 

Taking telecommunica- 
tions giant NTT as an e xam- 
ple, he says that NTT's p/e 
ratio of 49 is based on esti- 
mated 1998 earnings, but 
that, the company has a mul- 
tiple of 5.6 against the cash 
flow benchmark. 


Indices rebased (yentef^r^; ■ ; 
430 
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, Tokyo, “Japan has started to 
bottom cafe at toast far now. 
• relative to' the rest of the- 
world! Consequently, the 
risk of being put of Japan is 
beginningr to appear greater 
then . the risk of being in.” 

. ''.".Vi i./Ji . ' 

he- maikef's -fall last 

an 

shift: -in stock- 
- amobglfliBe 
investors, both foreign and 
domestic. Ihe equity market 
has been increasingly 
described as 1 .two-tiered,- with 
stock performances , diverg- 
ing-; J. sharply-- - between 


Arguably tbemost impor- 
tant factor in fhe^ockiioar: 
kefs rise, howeverTiias- been 
the steady Increase of for- 
eign investors buying.-into 
Japanese equities. WhOe not 
yet as excited- as in 1994, 
when foreign buying surged* 
international fund managers 
are eyeing Tokyo with ;.a 
great deal more interest 
than seen - early last year. 
According to Alexander; Kin- 
moot of Morgan Stanley m 


Hong Kong peaks on 


ASIA PACIFIC 


Overseas money continued 
to pour into HONG KONG. 
The Hang Seng index peaked 
a g ain, up 24256 or 1.7 per 
cent at 14574.64, and turn- 
over surged to HK$20.6bn. 
comfortably eclipsing the 
record set 12 days ago. 

Strong liquidity, red chip 
fever and pressure from 
futures ahead of Thursday’s 
expiries all contributed. In 
properties, Cheung Kong 
jumped HK$3 to HK$80; and 
six of the day's most active 
stocks were mainland- 
backed shares, following a 
grey market surge for Bei- 
jing Enterprises. 

Beijing Enterprises was 
Said to be chang in g hands at 
more than HK$40 against a 
flotation price of HKS12.48. 
The offer was widely 
thought to have been more 
than 1,000 times subscribed. 

Among other recent new 
issues, Chu Kong Shipping 
Jumped 97.5 cents to 
HKS4575. The stock, which 


Strong run for Canadian financials 


AMERICAS 


Buoyed by a strong ran for 
financials. TORONTO 
pushed ahead in light vol- 
ume. Dealers said that 
although the absence of Wan 
Street had reduced activity, 
some sectors met with good 
buying. At noon, the 300 
composite index was up 5159 
at 6,47250. 

Banks forged ahead in 
anticipation of good news on 
earnings. Bank of Montreal 
rose 90 cents to C$55 and 
Bank of Nova Scotia gained 
C$110 to C$58.65. Both banks 
post results today. Royal 
Bank of Canada added C$150 
at C$6155. 

“The market is clearly 
looking for some good num- 
bers from the banks. There 
Is talk of record earnings 
and a possible upkick for 
dividends," said one broker. 

Elsewhere, Seagram rose 
SO cents to C$56.00 and Alcan 
Aluminium gained 10 cents 
to C$50.10. Among golds, 
Barrick paid scant attention 
to the flat bullion price, 
adding 30 cents to C$34.15. 


MEXICO CITY made mod- 
est progress with dealers cit- 
ing slow volumes. Dealers 
said the slack turnover was 
caused by the absence of US 
investors. “It’s just range 
trading this morning," said 
one dealer. News of partici- 
pation in a development 
project at the Mexico City 
racecourse boosted the ECE 
restaurant chain. The shares 
gained 72 centavos to 1L44 


pesos. At midsession the IPC 
index was up 457 at 359256. 

SANTIAGO saw a modest 
downward dip at the open- 
ing bell after profit-takers 
moved into electricity utili- 
ties, but the market clawed 
back on to the upside as the 
morning session progressed. 
At midsession, the IPSA 
index had pushed up to a 
three-year high with a gain 
of 052 to 124.90. 


CARACAS stayed on the 
upside 
The IBC index, which 
staged a four-day rally last 
week, was 3.86 higher at 
6.75055 at midsession. 

BUENOS AIRES also 
traded quietly, after notch- 
ing up its tenth consecutive 
day of gains on Friday. 

At midsession, the Merval 
index was 2.11 ahead at 
76959. 


South Africa dips in narrow trading 


Shares in Johannesburg 
traded narrowly to end mar- 
ginally lower, the main 
focus being on selected 
financials. 

Standard Bank took a 
knock on news that its mer- 
chant bank offshoot was 
owed R230m by New Age 
Beverages, which had 
applied for liquidation; and 
Amalgamated Banks of 
South Africa fell foul of dis- 
appointing annual results. 

At the dose, the all -share 
index was off 4-2 at 7,067.5. 


Industrials managed to 
push higher, adding 75 to 
8519.6. but golds continued 
to suffer from bullion price 
blues. 

The golds index ended 3.1 
lower at 1.1&9.1. 

The day’s central focus 
was on the banking sector 
where Standard Bank fell 
R7.75 to R205, having been 
as low as R200 at one stage 
during the morning session. 

The eventual clawback fol- 
lowed a statement from the 
bank that it could take the 


loss without any significant 
impact on future earnings. 

The Absa results came in 
short of broker expecta- 
tions. The shares were show- 
ing a Sain of 10 cents prior 
to the news flash but 
quickly fell back. They 
ended R1.00 lower at R28.75. 

South African Breweries 
eased 75 cents to R 12 7.25 
after it was learned that Mr 
Meyer Kahn, the gronp’s 
executive chairman, had 
been seconded to the police 
service for two years. 


I FT/S&P ACTUARIES WORLD INDICES 1 

The FT/SSP Actuaries Worid InSces ore owned by FTSE mwrttonal Urntted. Goldman. Sachs & Co. and Standard & Poor's. The IncSoes are compaed by FTSE 

PntcmtalonaJ and Standard & Poor's In conjunction wllti the Faculty of Actuaries and the hstttuts of Actuaries. NaOVesr Securities Ltd. was a co-fbuxier of the Indices. 
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AustrolB (76) 

231^1 

-15 

21057 

16857 

203.49 

20158 

07 

355 

23433 

21254 

171.72 

20658 

199.63 

23457 

188.44 

20658 

Austria (24) .... — 

— 197JB6 

&4 

17858 

14452 

17351 

17355 

05 

159 

197.14 

178.82 

144.47 

17355 

17350 

19756 

174.70 

19054 

Belgium (28) 

25Z34 

15 

22852 

18406 

22150 

217.18 

05 

359 

24953 

226.70 

163.18 

220.02 

21542 

25254 

206.70 

211.11 

Brazfl (30) 

— 25a 19 

05 

23454 

18853 

22654 

50a90 

03 

141 

25754 

23359 

18851 

22651 

S0750 

256.50 

162.65 

16756 

Canada (113) 

207.96 

15 

188.15 

15158 

182.79 

20652 

15 

158 

20532 

186.14 

15059 

180.66 

203.79 

20756 

154.12 

16358 

Denmark (32) 

38a.e0 

05 

35354 

28352 

341.66 

34038 

0.4 

149 

38853 

350.60 

28357 

34057 

338.95 

389.06 

2S259 

296.95 

FWand (28) _ 

— ZT9JH 

1.1 

25453 

20412 

24557 

2995S 

1.1 

152 

276.71 

25009 

202.79 

24350 

296.42 

279.84 

186.67 

192.56 

France (91) 

230.92 

05 

21053 

188.44 

20257 

20034 

0.7 

2.75 

229.11 

20751 

167.00 

201.69 

204.92 

23254 

18854 

19453 

Germaiy (501 

™21083 

0.7 

18449 

15557 

18755 

18755 

0.6 

151 

21239 

19255 

15557 

186.88 

186.86 

21353 

167.18 

169.07 

Hong Kong pfl) 

— _50855 

05 

46259 

370.73 

446,74 

505.06 

06 

239 

505.57 

45857 

37050 

445.07 

502.16 

51448 

407.55 

43351 

Indonesia p7) 

— 225.09 

05 

20473 

164.19 

19755 

337.13 

05 

159 

22334 

20258 

16358 

19651 

334.59 

_ 
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Ireland (16). 

— 340. 85 

05 

31550 

25255 

30459 

323.05 

05 

3.02 

346.63 

314.41 

25452 

305.15 

322.11 

35056 

27056 

278.91 

Italy^S) 

81.15 

05 

6251 

06.49 

80.12 

11359 

05 

231 

9031 

6246 

66.62 

8053 

113.19 

9652 

7356 

82.78 

Japan (485) .. - 

-_.132.14 

15 

120.19 

96.38 

116.15 

96.33 

15 

082 

130.19 

11859 

9541 

114.61 

95.41 

15655 

1D757 

155.60 

Eiftdayola (107) _ 

—531.03 

1.1 

483.01 

38755 

406.76 

51151 

1.1 

133 

52558 

47637 

38450 

46254 

506.07 

66055 

510.10 

55959 

Mexico P7) 

-143755 

-05 

130755 104859 12835712383.00 

-05 

151 

1442.01 130756 1056.7B 1^9.431240357 144558 111035 131077 

Nerorsiand (19). 

—377^5 

05 

343.49 

275,48 

33154 

32751 

05 

238 

37636 

34157 

27551 

33151 

32650 

377.85 

27958 

29560 

New Zealand (14)- — 

8758 

-0.6 

7954 

64.10 

7725 

6754 

-01 

456 

88.42 

8020 

64.79 

7753 

67.60 

95.60 

7554 

79.68 

Norway (41) _ 

-51258 

05 

28457 

22859 

275.10 

29923 

OB 

2.06 

31158 

282.17 

22757 

27355 

29752 

32153 

246.04 

248.15 

Phfflppines (22) 

-..158.78 

15 

144.40 

115.60 

13554 

208.71 

^£ 

059 

15655 

141.73 

11451 

137.55 

20542 

_ 

- 

_ 

Stnggpore (42) 

389.13 

05 

35354 

26354 

34254 

256.79 

03 

1.17 

38851 

35259 

284.71 

34251 

2565B 

448.01 

38058 

4iais 

South Africa (44). 

-_35457 

-05 

32251 

258.63 

31156 

34657 

-05 

246 

356.46 

32353 

26153 

31350 

34827 

370.12 

30149 

35067 

Spain (35)- 

— 25453 

0.4 

231.78 

18558 

22359 

27558 

0.4 

257 

25350 

23059 

186.06 

223.51 

27450 

255.72 

17151 

177.59 

£te®Jan (4^.__. 

—467.61 

15 

42552 

341.09 

41151 

52S55 

15 

157 

48154 

41851 

33845 

40657 

51752 

48751 

334.35 

3so.se 


297.42 

05 

27053 

21655 

261-43 

25951 

0.1 

139 

296.53 

26856 

21750 

26154 

25950 

297/42 

22956 

23058 

Thakmd (43) 

6453 

05 

5853 

4085 

5648 

6355 

05 

458 

6355 

5751 

46.79 

5651 

63.66 

180.09 

59.76 

175.75 

United Kingdom f>11)..^2flfl.78 

-0.1 

272.65 

21065 

263.48 

272.65 

05 

355 

30050 

272.12 

21955 

264.10 

272.12 

303.18 

22953 

23010 

USA (B52) 

342.72 

15 

311.73 

24958 

30154 

342.72 

1.4 

1.78 

338.15 

306.71 

34751 

297.68 

33ai5 

342.72 

254.79 

27558 

Americas (822) 

._513l75 

15 

2B557 

22856 

275.77 

264.13 

13 

1.78 

30955 

28057 

22653 

272.80 

26056 

313.75 

233.09 

25151 

Eirope (72S).. 

-56458 

04 

24038 

19077 

23259 

24255 

0.4 

062 

26353 

23855 

19256 

23152 

24159 

264.79 

204.71 

207.72 

Nordc (150). 

— 401.48 

1.1 

365.17 

29255 

35259 

39050 

15 

154 

39738 

36055 

291.14 

348.73 

386.10 

401.48 

291.45 

29959 

Padfc Basin (882}. 

—15051 

15 

13072 

109.64 

132.12 

11037 

09 

130 

14859 

134.77 

10859 

13050 

109.35 

17055 

127.16 

188.74 

Euro-Padfic (1607) 

-197.85 

0.7 

17956 

14452 

17351 

16054 

06 

2-03 

19645 

178.18 

14356 

17254 

15952 

198.16 

17355 

18457 

North America (76^ 

33452 

15 

30427 

244.01 

29453 

333.75 

14 

1.79 

33056 

29958 

24158 

29056 

32957 

33452 

24855 

268.44 

Europe Ex UK (514|. 

...5385® 

0.6 

21755 

17450 

21054 

22074 

05 

254 

23751 

215.43 

17456 

209.09 

21952 

23856 

18555 

19028 

Pacific Ex Japan (397) 507.05 

Ol 

27956 

22357 

26959 

268.10 

07 

2.79 

306.67 

278.18 

224.74 

268.97 

26651 

32055 

268.97 

290.81 

World Ex US (1821) 

-50151 

07 

18351 

146.77 

17086 

16655 

05 

2.01 

19079 

18152 

146.42 

17556 

16548 

201.27 

17854 

186.16 

World Ex UK (2282)... 

— 241.01 

1.1 

21952 

17550 

21154 

211.48 

1.1 

1.72 

23853 

216.18 

174.66 

20951 

20957 

241.01 

19956 

212.15 

Worid Ex Japan (1B88)... 

-504.82 

05 

27757 

22250 

267-76 

29354 

13 

2.13 

30159 

27352 

22153 

265.76 

290.65 

30452 

233.10 

245.99 

Hie Worid Index (24 73)_ 

-54656 

15 

22350 

179.48 

21658 

217.09 

13 

1.91 

243.61 

220.96 

17853 

21445 

21500 

246.06 

20252 

21352 ; 
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made its debut on Friday, 
was issued at HK$L20. 

SYDNEY shrugged off. a 
profits warning from BHP to 
close higher, underpinned by 
good demand for hanks and 
building shares. The All 
Ordinaries index ended up 
205 or 05 per cent at 25845. 

BHP slid 40 cents to 
A$1852 after the resources 
giant warned of difficult 


trading. But h anks -were 
strong, and braiding stocks 
rose almost 3 per cent on. a 
sector basis. 

Both were pushed ahead 
by Friday's interest rate cut. . 
NAB gained 14 cents to 
A$l&93 and ANZ put on 21 
cents to A$8.53. Among 
builders, CSR added 14 cents 
at A$4.69 and Pioneer gained 
16 cents to A$4.4& Bond rose 
15 cents to A$356. 

TOKYO made modest 
gaina fin strong demand for 
carmakers and other export- 
driven issues that darimnd 
sharply last week as the dol- 
lar plunged against the yen, 

writes Gwen Robinson. 

The Nikkei 225 average 
rose 3450 to 20,04350 after 
moving between 19,989.10 
and 20,15452. Turnover fell 
sharply from 368m shares to 
an estimated 289nU -doe to., 
the holiday weekend "in the. 
US and in the UK. Declines 
narrowly led advances. 552rto 
505 with 185 unchanged. 

Good corporate prospects 
also drew buying interest. 


Shin-Etsi Chemical, a lead- 
ing makar of affimn for Use 
in semiconductors, rose Y100 
to Y2590 on. Friday's report 
that it expects parentrecnr- 
ring profit to rise nearly 30 
per cent in the business year 
to March. Shinkyo Electric 
and Tamura Electric Works, 
both Involved in develop- 
ment of prepaid, integrated 
circuit cards, . surged, on 
reports that telecommunica- 
tions {pant NTT would use 
the cards for a new tele- 
phone card system. 

Among carmakers, Toyota 
jumped Y170 to Y3590 and 
Honda Y50 to Y3580. Other 
big exports saw Sony add 
Y20 to Y9.700, Canon Y80 to 
Y2.910 and Matsushita Elec- 
tric Industrial Y50 to Y2.170; 
but TDK fell Y60 to Y8.570 
and Pioneer Electronic Y60 
to Y2570.-T3, ■ 7->\ 

Securities houses rose on 
short-covering, with Nomura 
np Y60 at Y1^170. Banks were 
mixe d: Fuji Bank added Y20 
to Y1540 and Sakura Rank 
Y17 to Y722; while Daiwa 


rp CHASE 


When Royal Caribbeari International decided to 
build a globally integrated, treasury system 


Chase 


navi 


Royal Caribbean called on Chase’s expertise 
in treasury manage ment to develop a solution 
that gave it the ability to monitor and move funds 
more quickly around the world. 




Mafcsty of the Seas 


“Chase offered us industry expertise, global delivery capabilities 
and leading edge tedinology. More than that, Chase offered us 
a relationship, a partnership approach, a commitment to 
comprehensive support and assistance on a daily basts.” 


Bojxj c»riM > qn Chairman 
tad CEO BlCftanl D. Rrin 


\ 

\ 




CHASE, The right relationship is everything- 


0190711x1 Chase Montanan Corporation. 
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; gtojaliy-coltgjetitive coxnpa- 
^ nle6 J ^th 1 \Strong ea rning s 
and domestic demand-driven, 
'lagg^g^-tmjnding construc- 
tion iand real estate issues. 

. But' buying interest has 
breedened -to ■■ encompass a 
range oT : . Sectors, including 
-' tfrose ieUantoh p& domestic 
■rhiarkflt. ./Sve*;- retailers*. 

entirely '''^pendent on 
j- pni-aim ption and 
fcuangtbe effects of the April 
1 tu x increase from 3 to 
5 per cent, have recently 
. mark* gains. 


money 


Bank lost Y13 at Y445. Sumi- 
tomo Trust and Toyo Trust 
retreated Y20 to YX.070 and 
Y7 to Y824- respectively an 
reports that the trust banks 
planned to issue convertible 
bonds overseas to boost their 
cap ital adequacy ratios. 

In Osaka, the OSE average 
added 29.46 tp 20^7959 and 
volume dwindled to 13m 
shares. 

SHENZHEN went into 
reverse a g ain , dropping 45 
per cent- after the Shenzhen 
Development Bank, a large- 
cap company on the local 
currency A share market, 
said that it would defer a 
shareholders’ meeting pend- 
ing an investigation into 
trading irregularities. 

The foreign currency B 
share index dropped 655 to 
. 146.34 as turnover soared 
from HKSeam to HK$2635m. 
Shenzhen / Bank officials 
declined to . elaborate; its 
shares ended at Yn37.30, 
down Ynl55 or 34 per. cent 
after an intra-day low of 
Yn3S50. • 
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